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FUTURE ROLE OF THE VA HEALTH CARE 

SYSTEM 


WEDNESDAY, JUNE 17, 1998 

House of Representatives, 

Subcommittee on Health, 
Committee on Veterans’ Affairs, 

Washington, DC. 

The subcommittee met, pursuant to call, at 10:10 a.m., in room 
334, Cannon House Office Building, Hon. Cliff Steams (chairman 
of the subcommittee) presiding. 

Present: Representatives Steams, Cooksey, Gutierrez, and Peter- 
son. 

Also Present: Representative Evans. 

OPENING STATEMENT OF CHAIRMAN STEARNS 

Mr. Stearns. Good morning. The Subcommittee on Health will 
come to order. 

The subcommittee has from time to time stepped back and at- 
tempted to look into the future and to assess whether the VA 
health care system is moving in the right direction. 

In examining the future role of the VA health care system, we 
have certainly understood that that future will be closely tied to 
changes in medicine and the medical marketplace. Research break- 
throughs in the development of technology which we cannot even 
foresee may markedly alter medical practice, yet uncertainty about 
the future and the need for VA to be flexible and adapt to change 
should not diminish the need for strategic planning. 

Likewise, it is critical that we explore and pursue avenues to 
gain consensus on key policy questions that will confront us in the 
years ahead. 

Should the VA ojwn its door to veterans’ dependents? What 
should be VA’s role in meeting the long-term care needs of aging 
veterans? How should VA best deploy its vast capital infrastmc- 
ture? 

We have discussed some of these questions in the past. I have 
found it interesting to review those discussions in the record of 
prior hearings on the future of VA health care. In that review I de- 
tected, for example, a growing consensus over the last decade that 
the VA health care system needed to change. 

Just 2 years ago one of the major veterans’ organizations testi- 
fied in this hearing room on the future of VA as follows: 

“All of us interested in preserving a viable VA health care deliv- 
ery system acknowledge change is required. Frankly, a radical 
change is needed. The entire movement, screaming for reform of 

( 1 ) 
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VA, is motivated by the sin^lar recognition it has been an ineffi- 
cient, inflexible hejdth care delivery system.” 

A review of the testimony being presented this morning would 
suggest that we may no longer have the degree of consensus that 
we had even a few years ago. But despite some substantial dif- 
ferences in views among those testifying today, we need to foster 
and focus this dialogue. I hope this morning’s hearing takes us at 
least that far. 

The issues we face in VA health care are not easy ones, but as 
diverse views are expressed this morning, we should remember 
that we are all united by a common concern: providing for the well- 
being of veterans. Maintaining that focus should help illuminate 
our inquiry and ease the task ^ead. 

With that, I will yield to my ranking member, Mr. Gutierrez. 

OPENING STATEMENT OF HON. LUIS V. GUTIERREZ 

Mr. Gutierrez. Mr. Chairman, I ask that my complete state- 
ment be included in the record, and I would like to make one last 
point, and that is, the vetertms of America are solely responsible 
for the world in which we have fewer veterzins. The peace we enjoy 
today is their peace. Our veterans’ sacrifices have reduced the 
threats to our Nation. If there are fewer veterans of war in the fu- 
ture, it is because of the victories won by the veterans of today; and 
we should keep that in mind as we change our health care system, 
to make sure that we provide service for them all. 

I would like the complete text of my opening statement included 
in the record so we can hear from the panelists. 

(The prepared statement of Congressman Gutierrez appears on 
p. 38.1 

Mr. Stearns. Without objection. 

At this point we will move to the first panel, Mr. Steve Robert- 
son, Mr. Robert Carbonneau and Mr. William Warfield. 

STATEMENTS OF STEVE A. ROBERTSON, DIRECTOR, NATIONAL 
LEGISLATIVE COMMISSION, THE AMERICAN LEGION; ROB- 
ERT P. CARBONNEAU, CHAIRMAN, FISCAL YEAR 1999 INDE- 
PENDENT BUDGET POLICY COUNCIL, ACCOMPANIED BY 
RICHARD A WANNEMACHER, JR., ASSOCIATE NATIONAL 
LEGISLATIVE DIRECTOR, DISABLED AMERICAN VETERANS, 
AND RICHARD B. FULLER, NATIONAL LEGISLATIVE DIREC- 
TOR, PARALYZED VETERANS OF AMERICA; AND WILLIAM 
WARFIELD, DEPUTY DIRECTOR OF GOVERNMENT RELA- 
TIONS, VIETNAM VETERANS OF AMERICA 

Mr. Stearns. And we will start with Mr. Robertson. 

STATEMENT OF STEVE A. ROBERTSON 

Mr. Robertson. Thank you, Mr. Chairman. I would like my full 
text to be submitted for the record. 

Mr. Stearns. Without objection. 

Mr. Robertson. Mr. Chairman and members of the subcommit- 
tee, the American Legion appreciates the opportunity to share its 
vision for the future of the Veterans Health Administration. Today, 
for about 3 million veterans, especially those with severe service- 
connected disabilities, VA serves as their life support system. Mil- 
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lions more would like to have access, but limited resources preclude 
access. 

Thanks to the work of this committee and VA’s progressive lead- 
ership, positive chjuiges have occurred. The American Legion be- 
lieves it is important to have a clear vision for VHA beyond the 
strategic planning period. 

For most of its existence, VA medical care has been entirely de- 
pendent upon Congress for funding through the appropriations 
process. The results of placing VA on a strict budget are rapidly be- 
coming apparent. Each division seeks every opportunity to save re- 
sources, collect third-party reimbursements smd develop new re- 
sources. The current paradi™ is that reducing costs will make the 
system work much better while trying to serve more veterans. Un- 
fortunately, in many cases VA has no reliable long-term treatment 
outcome data to support the drastic reductions in inpatient care. 

VHA’s reliance on the medical care cost recovery leaves the sys- 
tem in a precarious position. If recovery projections are inaccurate, 
VHA will be forced to seek supplementsd appropriations or ration 
care. 

The American Legion supports VA’s reform efforts as long as the 
(mality, timeliness and accessibility to C2ire are not compromised. 
VHA must continue to lead in specialized services. 

Mr. Chairman, what is Congress’s long-term view for the VHA. 
What kind of system does Congress think would work best for VA 
and veterans? The American Lemon has offered the GI Bill of 
Health as a blueprint to prepare VA health care for the 21st cen- 
tury. The first goal is to open VA to all veterans. Public Law 104- 
262 was a valiant attempt towards that goal, but the term “within 
existing appropriations” forced VA to further prioritize veterans 
into seven subcategories. Obviously not every veteran will have 
access. 

The American Legion believes that it is possible for all veterans 
to have equal access in VHA by the following simple principle. If 
a veteran qualifies for care, access to the VA is at no cost to the 
veteran. Otnerwise the veteran is responsible for reimbursing VA 
for his medical care treatment. 

Using that same philosophy, the GI Bill sees an opportunity to 
expand access to the VA health care to all dependents of veterans. 
Adding family members to the VA health care system will 
stren^hen the system and enhance the patient mix to meet the 
health care needs of all veterans. 

The second goal is to allow VA to collect and retain all third- 
party reimbursements, copayments, deductibles and premiums. The 
GI Bill of Health calls for subvention from Federal health care in- 
surance programs. This proposal offers greater opportunity for co- 
ordination and cooperation among the Federal health care pro- 
grams. Congress wisely decided to allow VA to retain third-party 
reimbursements, but reduced the annual discretionary appropria- 
tions by an arbitrary collection goal. 

The discretionary appropriations are designed ^ fund health 
care for priority veterans. Third-party reimbursements comes from 
treatment of nonservice-connected veterans. Third-party reimburse- 
ment should be used to supplement the discretionary appropriation 
rather than be calculated as an offset. 
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The GI Bill of Health calls for an annual open enrollment sys- 
tem. When the veteran enrolls, he identifies his or her funding 
source. 

The third goal is to increase the access points to VA medical 
care. Public Law 104-262 granted VA this authority, and the 
American Le^on strongly supported that provision. The American 
Legion envisions VA as the world’s largest integrated health care 
network. VA’s network would include Federal and private sector 
health care providers. 

This coordinated approach would move access to health care 
physically closer to a veteran’s residence. 'This would help strength- 
en the riiral hospitals and health care clinics. 

The fourth goal is to strengthen, improve and preserve all of VA’s 
specialized services by offering them to veterans who currently may 
not have access to these programs. 

The GI Bill of Health offers the opportunity to meet the veterans’ 
needs in these disciplines and generate new revenue sources. 

Mr. Chairman, it is time for comprehensive legislation to develop 
a long-term strategic plan for the VA health care system. The plan 
must develop a financially viable means to meet the health care 
needs of the entire veteran commimity rather than the 10 percent 
that it currently serves. 

All government health care systems are in jeopardy and face eco- 
nomical problems that require creative and visionary solutions. The 
GI Bill of Health is designed to provide a workable, fiscally respon- 
sible solution for the VA. 

Mr. Chairman, that brings us to the final question. If we build 
such a network, will veterans choose VA? The American Legion be- 
lieves the answer is a resounding yes. The American Legion be- 
lieves it is too important to the future of VHA not to conduct a pilot 
demonstration program of the GI Bill of Health. 

That concludes my remarks, and I am prepared to answer ques- 
tions. 

[The prepared statement of Mr. Robertson appears on p. 41.] 

Mr. Stearns. Thank you. Mr. Carbonneau. 

STATEMENT OF ROBERT P. CARBONNEAU 

Mr. Carbonneau. Mr. Chairman and members of the sub- 
committee, I am Bob Carbonneau, Executive Director of AMVETS. 
I am pleased to be here today as chairman of the Fiscal Year 1999 
Independent Budget Policy Council representing the Office of Inde- 
pendent Budget. 

Also supporting me at this hearing today is Dick Wannemacher 
of the Disabled American Veterans, Richard Fuller of the Paralyzed 
Veterems of America, and Dennis Cullen of the Veterans of Foreign 
Wars should be joining us shortly. 

For the past 12 years our organizations have published a yearly 
in-depth analysis of the budget needs of veterans’ programs, bene- 
fits and services. 'Through this collaboration, we ^so present up- 
dates and policy recommendations on a wide range of issues affect- 
ing the OTesent and future course of veterans’ proCTams. 

‘^e Future of the VA Health Care System”: As you know, this 
is an issue of intense interest for our organizations. Himdreds of 
pages have been dedicated in previous independent budgets at- 
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tempting to map the future of VA health care. The Federal Govern- 
ment and VA have spent tens of millions of dollars on studies and 
commissions. The results have been a lack of implementation, or 
worse, only partial implementation or being eclipsed by rapidly 
changing political or budgetary forces. In fact, it is the politics sur- 
rounding the operation of the VA health care system coming from 
either the administration, the Congress or the VA itself that steers 
the course of where VA is from one year to the next. From this 
standpoint, strategic planning is regularly overtaken by tactical 
events. 

Third-party reimbursement: Allowing VA to keep third-party re- 
imbursement was finally approved 2 years ago, but the original 
proposal designed to give VA a much-needed alternative funding 
mechanism was short-circuited. Some saw the proposal as a way 
not to enhance VA funding as we had intended, but to offset need- 
ed routine increases in the Federal appropriation to support VA 
health care. 

Even worse, with the VA health care appropriation frozen under 
the terms of last year’s balanced budget agreement, VA is also fail- 
ing to meet what we feel is its overly optimistic third-party collec- 
tion totals. This is a classic example of what started out as a grand 
idea having been twisted and only partially implemented as 
intended. 

Health care eligibility: In the same vein, for years we had called 
on the Congress to reform and standardize VA health care eligi- 
bility. The old eligibility rules designating which veteran got what 
care, and when emd why, were both inefficient and embarrassing 
in light of the reform sweeping the rest of the Nation’s health in- 
frastructure. 

Eligibility reform came our way, too, but again only partly as 
originally intended. Again, the appropriation was capped third- 
party reimbursement falling short, and the newest wrinkle arose, 
enrollment. 

Enrollment was never part of our recommendations for eligibility 
reform, but became the political trade-off to enforce the policy that 
only so many veterEuis could get into a VA hospital as there were 
dollars to provide that care, lliis was done because of what we feel 
were grossly inaccurate cost projections by the CBO. In these in- 
stances, what started out as a major plan for reform was greatly 
influenced by chemging political winds and budget trends. 

The lesson learned from these two pohcy changes alone is that 
both the veteran service organizations and the Congress should be 
very careful in promoting any more major changes in the system. 

At a minimum, we need to see where the changes we have al- 
ready made bring us over the next few years before we take addi- 
tional steps to reform. In other words, let’s take time to evaluate 
these major changes and use this period to tweak and fine-tune. 

What does the future look like for VA health care? We don’t even 
know what the present has in store on many fronts. Dr. Kizer’s 
plan for a decentralized VA with 22 VISNs is still in its growing 
stages. Dr. Kizer recently said that without additional funding 
sources, the VA soon would, quote, “hit the wall.” 
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As that happens or if it begins to happen, a VISN could respond 
differently to shrinking resources affecting quality or quantity of 
health care. 

The biggest question mark facing the short term is the impact 
on enrollment. Scheduled for completion in just 3 months, the en- 
rollment process places an entirely new dynamic in the provision 
of veterans’ heal^ care. Capped budgets and limited enrollment 
certainly bring enormous pressures to find solutions. While billions 
of dollars are being made available for other Federal programs, the 
Congress has greatly restricted additional appropriated dollars to 
support the VA. 

Third-party reimbursement has reached its limits. Medicare re- 
imbursement, if enacted in its present form, would not bring sub- 
stantial additional resources into the system, at least for the time 
being. In response, VA managers have been told to seek efficiencies 
wherever they can through contracting, downsizing and shifting re- 
sources. 

We have long supported the drive to efficiencies; however, we 
never envisioned shifting of services being done in such a severe 
budget climate and certainly would not envision what impact this 
would actually have on the VA’s traditional mission in caring for 
the specialized needs of the veteran population. 

This process is producing disturbing trends, showing degradation 
of the VA inpatient mission and specialized services such as spinal 
cord injury and long-term care to name just a few. 

It seems my time is at the end, and I will just wrap it up if I 
could. 

We are concerned that fiscal priorities may drive managers to 
enter into sharing agreements with their eye on the dollars gen- 
erated and not the benefit of the veteran patient. This can be dan- 
gerous. 

Mr. Chairman, innovation is not wrong, but innovation for the 
wrong reasons, sheerly to shore up flagging budgets that replace 
the Federal Government’s responsibility to provide health care for 
veterans is unacceptable. From the track record we have seen, good 
ideas and good intentions in designing innovation in VA health 
care funding and services have not always turned out the way that 
they were originally intended. 

There are still 26 million veterans in the United States today. 
Despite the dwindling number, the majority are still in need of 
health care and are at the peak of use of the system. Over the 
years, even with its faults, the VA health care system was designed 
to meet the specialized needs of this patient population. It was not 
designed to be all things for all veterans and all things for all non- 
veterans at the same time. 

The system is in serious transition. 'The solution, based on past 
nistory, is to be patient and to monitor changes already made. The 
VA must stay focused on its primary mission. You, the members 
of the committee, and we, the veteran service organizations, must 
continue to be flexible in the efficient delivery of services but ada- 
mant that the quality of care is always paramount. We must also 
keep in mind that from a budget standpoint, veterans’ health care 
is a Federal Government responsibility. 'The cost of war, military 
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readiness, veterans’ health care must not be programmed to 
failure. 

Let’s work through the major reforms already implemented and 
see where it takes us. As most of you know, the independent budg- 
et members are not at aill pleased with recent developments in the 
Congress that seem to send the message, particularly in an election 
year, that transportation issues are lar more important than the 
commitment to America’s veterans. 

Mr. Chairman, that completes my statement. 

[The prepared statement of Mr. Carbonneau appears on p. 47.1 

Mr. Stearns. Mr. Carbonneau, your entire statement will be 
part of the record if there are portions that you didn’t include in 
your oral testimony. 

Mr. Warfield. 

STATEMENT OF WILLIAM WARFIELD 

Mr. Warfield. Thank you. The WA is pleased to present testi- 
mony regarding our vision for the future of VA health care. I would 
like to just give you an overview and summary of our testimony on 
the reform measures. 

Eligibility reform: WA considers this legislation a landmark in 
creating much-needed reform and flexibility to the VHA. It has 
helped to modernize and improve efBciency by removing arcane 
£md unworkable statutory barriers to outpatient care. The enroll- 
ment requirements for each veteran who uses or intends to use the 
VA health system are reasonable. We are still working in close co- 
operation as part of 'he VHA and VA, as a working group, to make 
sure that initial misinformation and erroneous information has 
been corrected and clarified. We feel that it has. 

We have some serious problems and concerns with the draft en- 
rollment regulations which have been submitted to the Department 
that are now under review. 'Those concerns deal mostly with clear- 
ing up specific, defined priorities within the seven eligibility 
categories. 

We have expressed our recommendations to VHA on the need to 
expand some of the basic medical benefits in the package, for in- 
stance, the need for emergency room care. Prescription and medica- 
tion coverage needs to be defined better. 

Second, decentralization for VISNs: While these revolutionary 
changes in putting into place 22 stand-alone VISNs have created 
several important advantages and efficiencies in the delivery of 
Medicare, they are a double-edged sword in terms of ensuring con- 
sumer input and accountability. Our experience with VISN Man- 
agement Assistance Coimcils, or MACs, nas been inconsistent and 
often fragmented. 

Additionally, and most importantly, VHA has so far not been 
able to develop a workable and effective management information 
and data processing system. Under these adverse circumstances, 
VA’s top mEuiagement, Congress, this subcommittee and veterans, 
as well as taxpayers, may not have any way of knowing how well 
or how poorly each VISN and the facilities within it are function- 
ing. 

Funding problems: VA’s long-range goals may not be realistic or 
attainable, especially due to the shortfall in VA discretionary ap- 
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propriated dollars. The budget for health care is frozen over the 
next 5 years by the budget agreement, at about $17 billion. 

We have serious reservations about VA’s capacity and ability to 
officially collect third-party payments from private health insur- 
ance providers. The VA goal to increase collections by 10 percent 
through MCCF is overly ambitious since the cost of collection rates 
^e higher than normal, and again VA is having difficulty in shift- 
ing from a no-charge-for-service policy to a complex new cost-of-re- 
covery. 

During this vital transition period, which we believe will take 
much longer than originally programmed, our question will be: Will 
Congress and the administration be willing and able to protect the 
critical levels of funds required through the appropriated dollars to 
maintain our minimal care? 

For the future aspect of VA, our future patient base, we believe 
if current demographic trends continue, 60 percent of community 
hospitals and over 80 percent of the VA hospital beds may not be 
needed in the next 15 years. The veteran population has been on 
the decline since 1980, and by year 2010, it is expected to total 20 
million, roughly one-third less than 1980. 

In addition to fewer veterans seeking treatment, VA medical care 
may further decline due to the expansion in Medicare use by older 
veterans. In an April GAO study, elderly veterans’, age 65 and 
above, usa^ of VA hospitals dropped by 50 percent between 1975 
8uid 1996. This change in demographics of the veteran population 
will dictate a change in the menu for care and services offered. 

By the year 2010, 42 percent of the veteran population, some 9 
million people, will reach 65 and older. Therefore, VA should be 
moving m the right direction, which they are, to expand adult day- 
care and other senior services. Also by 2010, 6.4 percent, about 1.3 
million veterans will be females. They must become more efficient 
and attractive in meeting the needs of women veterans. 

The fifth point I would like to make is more emphasis on preven- 
tion and wellness. As medical technologies have advanced, the bur- 
den of disease has shifted from acute episodes of illness to chronic 
diseases which are now the leading cause of long-term disabilities. 

This year alone an estimated 35 million Americans will suffer 
some form of chronic disability. Fifty-two percent of severely and 
chronically disabled people are over the age of 65; an even higher 
percent are also veterans. The VA of the future should increase 
life-style intervention to lower risk factors for disabilities among 
the elderly and near-elderly. Examples are depression and mental 
health screening, exercise therapy, good nutrition, smoking and al- 
cohol use cessation and reduction. The main goal should be that of 
disability prevention so as to maximize a person’s well-being, inde- 
pendent living and overall quality of life. 

VA should also be moving toward the treatment of chronic dis- 
ease. In the past, VA’s big:gest concern for health care was on acute 
care directed towards curing the disease or fixing the injury, then 
moving on to the next problem. Today, the biggest concern facing 
health care providers is chronic care management. 

Our conclusion: On the whole, WA feels that health care is 
evolving in the right collection. We are anxious how and if the 
commitments will be met, especially the downsizing trend and the 
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severe cuts and transfers of VA dollars for other purposes made by 
Congress this year, and the even greater reduction contemplated in 
the President’s budget and by the House and Senate budget 
resolution. 

This concludes my statement. I will be pleased to answer any 
questions. Thank you, Mr. Chairman. 

[The prepared statement of Mr. Warfield appears on p. 53.] 

Mr. Stearns. Thank you, Mr. Warfield. 

Just for the record, I would like it to be known that Dick 
Wannemacher of Disabled American Veterans is here with us to 
help answer questions; and Richard Fuller, Paralyzed Veterans of 
America, is also here; and I want to thank them also for their time 
and for participating. 

I thought I would go to this area concerning tobacco funds for the 
VA, and I think Mr. Carbonneau just indirectly referred to it. 

The VA estimates that it spent about $3.6 billion in fiscal year 
1997 to treat tobacco-related illnesses and will spend $20 billion on 
that care over the next 5 years; and this is a question for all three 
of you. 

In your view, should the tobacco settlement, if it ever comes be- 
fore Congress and gets passed, be used in part to help the VAs and 
in what way? Research? Direct benefits? Lump sum? What would 
be your position on this, and what do you think that the committee 
should be recommending? 

Mr. Robertson. Mr. Chairman, I think the question is whether 
or not veterans should be service connected for tobacco-related ill- 
nesses because of their service in the military. If that is the case, 
they are entitled to medical care for their service-connected condi- 
tion. That is the issue. 

The tobacco settlement is an entirely different subject. How that 
money is used, I don’t care. What I do care about is that the veter- 
ans that serve this country, that developed a medical condition — 
a medical condition — are compensated and treated for that condi- 
tion. That is the promise that was made to the veterans in title 38, 
U.S.C. 'That is the promise that was made. 

Now, I know that we have broken our promise to military retir- 
ees, but this is one that The American Legion is absolutely going 
to hold you to. 

Mr. Stearns. So you are saying, forget the tobacco settlement, 
forget there is anything involved here? You are just saying, the vet- 
erans are committed under that title, if it is service connected, to 
take care of the veterans; and so this is divorced from the tobacco 
settlement in your opinion? 

Mr. Robertson. Yes, sir, I think it is. The American Legion has 
a position that the VA should pursue part of that tobacco settle- 
ment to assist in the treatment of these veterans. We don’t object 
to that part. What we are objecting to is turning our backs on the 
veterans who have tobacco-related conditions as a result of their 
addiction to nicotine while on active duty. 

This rhetoric, just because you started smoking in basic training 
and now 40 years later you are entitled to the benefit, is false. You 
have to prove that you were addicted to nicotine during the time 
of active duty. 
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Mr. Stearns. This is a health subcommittee, it is not a benefits 
subcommittee. 

I think what you are not saying that the tobacco settlement is 
irrelevant; you indicated that the tobacco settlement is something 
that should be pursued. Is that yes or no? 

Mr. Robertson. Yes, that is true. 

Mr. Carbonneau. I a^ee. It should be pursued, but if memory 
serves me correctly, the biggest customer, if you will, of the tobacco 
companies for years was the Federal Government. And it is the 
Federal Government’s responsibility on health care issues. If we 
can go over to — in the tobacco settlement and get money for health 
care, that is fine, but we still view it as a Federal Government re- 
sponsibility. 

Mr. Stearns. You are saying that the Federal Government is the 
largest purchaser of tobacco products? 

Mr. CIarbonneau. From some of the figures that I have seen over 
the last several months, the tobacco industry, the largest customer 
was the Federal Government in purchasing aind supporting the to- 
bacco industry. 

Mr. Stearns. What was the Government doing with the product? 
Were they then reselling it or giving it away? 

Mr. Carbonneau. You have to remember they were in C rations. 
They were provided at low cost to the veterans serving. They were 
in commissaries. They were provided at lower prices throughout 
the world for years and years and years. The Federal Government 
was a major player in that. 

Mr. Stearns. Mr. Warfield? 

Mr. Warfield. Yes, Mr. Chairman. I would like to refocus the 
question on the impact on health care. 

A veteran — it does have an effect on veterans’ health care. If the 
present language was signed into law, it declares that a veteran’s 
willful misconduct makes the veteran ineligible for not only bene- 
fits but could be declared ineligible for health care because he or 
she were a smoker, we have a concern regarding that, and I would 
like to commend Dr. Kizer’s visionary fairness. 

In today’s Washington Post, Dr. Kizer makes note of his concerns 
over — in a memo saying that he does not believe that it is willful 
misconduct and that VA will have a great deal of problems in deny- 
ing health care on that basis. I think he is absolutely right. 

And finally, I don’t think the issue is the debate over tobacco ver- 
sus — smoking versus nonsmoking. I think the internal congres- 
sional debate should be to permit taking money that belongs in the 
veteran baseline away from this committee and granting it to an- 
other committee that doesn’t have anything to do with veterans’ 
funding, the Transportation Committee, to use the money inappro- 
priately. 

I think this subcommittee could appropriately use the money for 
health care benefits. 

Mr. Stearns. When you say “benefits,” what do you mean? 

Mr. Warfield. Improving the quality of health care from smok- 
ing. Agent Orange could be classified in certain conditions, and 
being denied as a smoker a benefit for Agent Orange. 

Mr. Stearns. I would like to ask Mr. Wannemacher or Mr. 
Fuller if you have any comments that you would like to make. 
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Mr. Wannemacher. I would concur with all three presenters 
with regard to the settlement. And after reading the memo from — 
in the Washington Post extract, we agree that willful misconduct 
would lead to denial of health care benefits for veterans, and this 
is something that is appalling; and that’s why we fully support the 
technical corrections amendment with the proper language, and we 
also support Senator Rockefeller in his move to remove the VA’s 
money from the transportation bill. 

Mr. Stearns. Mr. Fuller? 

Mr. Fuller. Yes, Mr. Chairman. I would like to add and under- 
score that it is obvious, as the debate over the tobacco settlement 
goes forward, that there are lots of entities both in the Federal 
Government and State government and even the private sector who 
are trying to get their hands on part of this money. 

The Independent Budget is very clear that the VA should receive 
a part of this tobacco settlement for health care purposes, health 
care purposes only. 

As you probably know. Senator McCain on the Senate side has 
already offered a successful amendment to the le^slation that is 
going forward over there which would provide $3 billion of the set- 
tlement to go to veterans’ health care. He has used a very general 
rubric on what health care is in order to give flexibility to use it 
for health care research or other purposes. I would like to add that 
for the record. 

Mr. Robertson. Even if this money were received from the set- 
tlement, unless the veteran is service connected for that condition, 
he or she may not have access to the system to receive the treat- 
ment. 

With the priority system, 1 through 7, if I was a smoker while 
I was in the military and now I am discharged and I have no serv- 
ice-connected disability, I am in priority group 7. I don’t have ac- 
cess to that money. But the way — under the current enrollment 
system, I may never step foot in a VA hospital. That is where peo- 
ple have lost in this debate. 'The “hook” that gets this tobacco-relat- 
ed illness into the VA system for treatment is the service connec- 
tion; and I believe there is a logical way to approach determining 
who can file the claims and who can’t. 

Mr. Stearns. Let me ask each of you to answer, yes or no: Does 
your organization support the Rockefeller amendment, Mr. War- 
field? 

Mr. Warfield. Yes, sir. 

Mr. Stearns. So you understand what it is? 

Mr. Warfield. Yes. 

Mr. Stearns. Mr. Wannemacher? 

Mr. Wannemacher. Yes. 

Mr. Stearns. Mr. Robertson? 

Mr. Robertson. Absolutely. 

Mr. Stearns. Mr. Fuller? 

Mr. Fuller. Absolutely. 

Mr. Stearns. Mr. Carbonneau? 

Mr. Carbonneau. Yes. 

Mr. Stearns. So there is unanimous agreement here about the 
Rockefeller amendment. We have looked at it, staff and I; in fact 
we have drafted legislative language and we are just trying to be 
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sure we understand it and be sure that you folks understand it be- 
fore we go forward. But it is interesting, and I appreciate your com- 
ments. 

Is there any reason to limit settlement payments to a 5-year pe- 
riod? 

Mr. Robertson. No. 

Mr. Warfield. No, sir. I see no reason to limit. 

Mr. Wannemacher. No. 

Mr. Stearns. Mr. Fuller? 

Mr. Fuller. No. 

Mr. Carbonneau. No. 

Mr. Stearns. Before I yield to the distinguished ranking mem- 
ber, let me just move to the American Legion’s GI Bill. I would like 
each of you to indicate whether you support the bill, and if not, 
whether there are specific elements which you can or cannot en- 
dorse. 

It is nice to have folks from so many organizations here, VSOs, 
and I would like to hear just briefly on this. 

Mr. Robertson, why don’t you start? 

Mr. Robertson. Yes, sir, I would support the American Legion’s 
GI Bill 100 percent. I think it is the best plan going. It is the only 
plan going. 

Mr. Stearns. We give you the lead-off. 

Mr. Warfield? 

Mr. Warfield. Yes. If I had unlimited, omnipotent powers and 
I were czar, I would support it. But we have to work within the 
system. If we could, somewhere in the future, move toward an ideal 
system, that would be fine; but right now I don’t think that it is 
necessarily realistic. 

Mr. Stearns. Some of our research indicates, Mr. Robertson, 
that some of your colleagues don’t support it. TTiere is some hesi- 
tation, and that is what I am trying to find, if there are any por- 
tions that not all groups agree with. 

Mr. Wannemacher? 

Mr. Wannemacher. As the independent budget in the testimony 
stated, with enactment of 104-262 and the reengineering being 
made by VHA and Dr. Kizer is progressing. We have to give VHA 
an opportunity to work things out. The third-party collections 
(MCCF) is currently collecting 31 percent of the billed amounts. Be- 
cause of as unacceptable billing, VHA must be able to have proper 
accounting systems and collections tools. By putting in the core 
groups that are in the GI Bill of Health, and offering insurance 
policies to nonveterans and dependents, how can we expect the 
Veterans Administration to bill, collect and spend those monies ef- 
ficiently? We have concerns over that aspect of the proposal. And, 
for those reasons we are withholding endorsement of the American 
Legion’s GI Bill of Health. 

Mr. Stearns. Mr. Carbonneau, what about the cost in this 

Mr. Carbonneau. I am going to let Mr. Fuller answer that. 

Mr. Fuller. Thank you, Mr. Carbonneau. 

I think that the cost is unknown at this point; I think that there 
are many things in the GI Bill of Health which are similar or iden- 
tical to things that the Independent Budget has recommended for 
quite some time. 
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I think the scope of it, going back to what the Independent Budg- 
et testimony was today, is somewhat troublesome in light of the 
fact that VA is still tr^ng to cope with the changes that it has 
right now, rather than imposing more monumental structure on 
the system at the present time. 

Mr. Stearns. That is the problem we face up here. If the thing 
has a very high cost, there is a possibility that there would be cost 
shifting here, and the cost that will go for one program will hurt 
another program; and with limited dollars, we are all trying to find 
ways to make sure that there is not this problem. 

Mr. Carbonneau, go ahead. Do you want to answer anything? 

Mr. Carbonneau. No. 

Mr. Robertson. Mr. Chairman, I would like to point out one 
thing about the GI Bill. Almost every element of the GI Bill has 
already been implemented in some phase or another. We have an 
enrollment system. We are treating VA dependents in VA facilities 
currently. We do collect and retain third-party reimbursements. 

The only thing that we have not done is offer a defined benefit 
package that could be purchased by somebody who has no insur- 
ance coverage at all, and I understand that because the ultimate 
reform bill, that VA is now developing a defined benefit package for 
the people in various categories as to what they are going to nave. 
A lot of elements of the GI Bill are already being tested, but not 
to the full magnitude of our proposal. 

Secondly, I think TRICARE is exactly a classic example of what 
has happened — of what we are trying to do. DOD ran into a prob- 
lem similar to what VA was doing, but they broke their promise 
to their veterans and said, we are going to create this separate 
health care system to take care of you. The American Legion wants 
to make sure that the promise made to the veterans is not broken. 

Mr. Stearns. In your demonstration project, you might think 
about testing your plan at 20 to 40 VA medical centers. You might 
consider in some way to move that into a focused pilot program. 
That is just a thought. 

What we need is some evidence that this is not going to be costly, 
because I think most people like the program and want to imple- 
ment the program. We just get worried about the cost, and so it 
is just a thought. 

Mr. Robertson. Yes, sir. We are worried about the cost, too, and 
that is why we came up with the concept of veterans actually pay- 
ing for their health care. If they are not completely covered under 
some Federal health care coverage program, we have TRICARE, 
Medicare, Medicaid, whatever, if they have no coverage at all, we 
expect them to pay for it out of their pockets. And if their depend- 
ents are coming into the system, their dependents have to pay for 
it. 

It is just like any health care industry out there in the private 
sector. The only difference is, we are not trying to make a profit. 
We are not going to have to have a golden parachute for Dr. Kizer 
when he leaves. 

Mr. Stearns. How much is that parachute? 

Mr. Robertson. It is a hell of a lot more than I am making. 

Mr. Stearns. Let me go to the distinguished ranking member for 
questions. 
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Mr. Gutierrez. I thank this opening panel and I suggest that we 
spend some time, Mr. Chairman, just dealing with the tobacco-re- 
lated illnesses of veterans. We must get to the core of the issues 
and we need to invite some people in to provide testimony. Clearly 
we are hearing a lot of debate and concern. 

We obviously have to look at it, in all seriousness, because the 
Government handed tobacco out free to members of the armed 
services with enlisted men and women. And I don’t know if they 
did the same in the private sector, but they said you could have 
10 minutes off to smoke cigarettes. They even gave them a break 
so they could smoke. We gave them the cigarettes and gave them 
time off, and it was part of the regimen of military service. 

And I know we must also talk about disabilities in terms of com- 

E ensation, as well as the need for medical treatment for those to- 
acco-related disabilities. I don’t know of any major health care in- 
surance plan that denies anybody health care coverage because 
people smoke. 

'They may deny you a life insurance policy or charge you more 
money for one, but every Member of Confess who smokes and con- 
tracts cancer or some other disease, will be covered for this prob- 
lem and so is everyone else with insurance coverage in the work 
force. 

So I don’t know how you can distinguish between veterans and 
the rest of the American population. As far as I know nobody gave 
us free cigarettes and time off to smoke them. I think it might be 
a good idea to debate this complicated issue. It is an area the 
American public needs a lot of information about. 

Having said that, I would like to ask Mr. Robertson: The GI Bill 
of Health would expand access to VA health care to nonpriority 
veterans and their dependents. Is there any concern that dras- 
ticeilly expanding the system in this fashion would compromise the 
VA’s ability to focus care towards veterans who are most in need? 

And, in addition, the VA possesses virtually no experience at 
treating young people. How will the VA be able to offer them prop- 
er care, given their lack of experience? Could you just examine 
these couple of questions for us? 

Mr. Robertson. I would like to address the most important as- 
pect of that question, and that is our service-connected veterans, 
^ey will always be the number one concern of The American Le- 
gion and should always be the concern of the VA. 

The concept that we have is expanding, based upon supply and 
demand. As you increase your enrollment base and more people are 
in the system, the health care needs have to be expanded through 
contracting of services, through sharing agreements, whatever 
mechanisms the VA is using to expand its network so that there 
should be minimum waiting time, the quality of care should be 
maintained, and the timeliness of service should be comparable to 
that of the private sector. That is how you attract people to your 
system, if you are better than the other guys. 

We would hope that with the expanded base, we will be able to 
expand the network to where the veterans will be able to go and 
receive their care in a timely manner, quality care. 

As far as taking care of children, when you contract out services, 
that is what you do. You are contracting because there may be 
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services that you are not able to provide. So contracting pediatric 
care or OB/GYN care should not create a problem. For years the 
VA contracted out OB/GYN services because they didn’t perform 
them within their facilities. So I think it could be done quite easily. 

As a matter of fact, I think it would complement the problems 
being faced by TRICARE right now with veterans that are in areas 
where there is no TRICARE provider close to their physical loca- 
tion. Right now I think it would be complementing DOD’s health 
care programs. I think it would be complementing Medicare. HHS, 
they have been trying to get people into managed care programs. 
I think that would solve that problem. 

I think it would help the rural health care problem. I think there 
are a lot of good ideas in this package. It is just a matter of being 
willing to change your thinking from inside the small box that VA 
currently operates in and go out into the rest of the world, like the 
rest of the health care industry. 

Mr. Gutierrez. Thank you, Mr. Robertson. 

Mr. Carbonneau, it has been our general contention that the 
Government, Congress and the administration, are currently fail- 
ing our Nation’s veterans. We are making policy to meet short-term 
budget restraints and not in the interest of providing the best-qual- 
ity care. I think this is dangerous, and I feel it will lead to serious 
problems in coming years. We seem to have forgotten the VA’s mis- 
sion as we rush to create a new VA in the image of the private 
health care industry. 

Mr. Carbonneau, I know that you have examined the effects of 
recent reforms. Nevertheless, I fear if the supporters of veterans’ 
programs cannot develop a vision that preserves the VA and its 
mission of caring for veterans in need, privatizers, downsizers and 
government accountants will pursue the dismantling of the VA sys- 
tem. 

In your view, what can I and other supporters of a strong VA 
health care system do to preserve the VA in the long term? 

Mr. Carbonneau. As I mentioned, for 12 years we have been 
putting out the Independent Budget, and in that document, in the 
executive summary, it just outlines where we are going and what 
we think the vision is. 

Dr. Kizer brought with him many — when he came, brought many 
new innovative ideas, thinking outside of the box, doing things that 
we had wanted to see for a long time. With that come adjustments 
that need to be made. 

The system is a very large system, and it takes a longer time to 
turn around the system or to get it focused and to provide services 
in a more efficient setting and to turn the system around. 

I think, as our statement says, the politics is what has been the 
problem. We have had good intentions. We have had compromise 
on eligibility reform that we didn’t like from a veteran service per- 
spective. And in those coi^romises have been some of the prob- 
lems that have developed. 'They need to be tweaked and overcome. 

But we need to, I guess, use our Independent Budget as a blue- 
print — it is a good one — for the future of the VA and in what we 
view as the four service organizations that make that up and the 
50-some-odd that endorse it, what we view as a good blueprint for 
the future. 
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Mr. Gutierrez. In Chicago, my hometown, the VA inpatient sub- 
stance abuse programs have been eviscerated because of the budget 
constraints. If you can, describe the problems that members of 
AMVETS have perceived in specialized services and what you have 
seen or heard aroimd the Nation in different service networks, de- 
scribing specialized services and their degradation or improvement 
as you see it. 

Mr. Carbonneau. I am going to refer that to Richard Fuller. 

Mr. Fuller. Indeed, Congressman, that has been one of our con- 
cerns through the recommendations of the Independent Budget re- 
garding the future of the VA working with Dr. Kizer and his par- 
ticular reforms. 

The core of the VA health care system is specialized services. The 
VA was established to take care of the specialized needs of disabled 
veterans. Out of that history has grown a remarkable record in 
such areas as blind rehabilitation, long-term care, mental health 
and substance abuse. 

Unfortunately, a lot of these types of services are very expensive, 
and when you get into this private sector model of do more with 
less and take care of more people with less money, you get down 
to the level of what is known as “bottom-dollar medicine.” 

At this particular time, if you look at the private sector models, 
the first things that they go after are the expensive outliers, your 
expensive specialized services. 

We have had good dialogue with this committee in recognizing 
the importance of these programs and putting actual language in 
the eligibility reform legislation requiring VA to maintain its capac- 
ity to provide these services. Likewise, we have had a very good 
dialogue with Dr. Kizer on this issue, as have the blinded veterans 
and others who have a stake in these specialized programs. 

Where we have to remain constantly vigilant, however, is with 
22 VISNs and the different policymakers at that particular level, 
we need to watch very carefully. As the dollars shrink, so does the 
potential commitment to this specialized mission of the VA and 
these services begin to erode and disappear. I can assure you that 
Paralyzed Veterans of America and the Independent Budget are 
very concerned about this and will work with you to address your 
problems, too. 

Mr. Gutierrez. My time is up. I just wanted to thank the rest 
of the members of the panel. 

Mr. Warfield, good to see you again. 

I would like to apologize to the second panel and to the members 
of this committee. I have a meeting with Mr. Gephardt in — well, 
a minute ago. I am going to have to ask to be excused from the 
rest of this hearing. I will try to get back as quickly as possible. 

Mr. Stearns. Mr. Peterson. 

OPENING STATEMENT OF HON. COLLIN C. PETERSON 

Mr. Peterson. Thank you, Mr. Chairman. I want to commend all 
of our witnesses and I think that they, the issues that they brought 
forward are very relevant, and I agree with most everything that 
they have put forward. 

I would like to ask any of you that want to respond, one of our 
witnesses on the next panel Maijorie Quandt, from the Commission 
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on the Future of Health Care, I don’t know if you have looked at 
this, but they have this chart here which says that most of my dis- 
trict and a good part of the country will not have enough veterans 
to support a VA hospital in the year 2010, 2015. 

I don’t know if you have looked at this or not. I think that all 
of the discussion we are having about the short term is relevant, 
but in my district I am already having a lot of problems with the 
distances. It takes 7 hours for people to drive from one end of my 
district to the other. 

To be honest with you, in this day and age, the way this whole 
system works, it is not a particularly conducive situation to have 
to drive that far and then sit there for 5 hours to get in; and if you 
have a certain kind of condition, what are you going to do? You 
have to keep coming back time and again. 

I guess what I have been kind of struggling with is thinking 
about where we are going with this situation? We are moving; they 
are going to open up an outpatient clinic in one of our towns, which 
will help; but as we move through this whole thing, are we going 
to get into a fight between people that want to keep the bricks and 
mortar and keep the business in their town versus moving to out- 
patient? And how are we going to manage all of that? 

I am concerned that as we move through this thing that those 
of us that are in the sparsely populated parts of the country are 
going to get left out somehow or another. I am sure everybody is 
going to say that will not be the case, but they told us that with 
deregulation we would not get left out, and we did. We have been 
down this road with a lot of different issues. 

I am concerned that as the resources are limited and as we try 
to move through this thing, those of us that are out in the rural 
areas are going to get the short end of the stick; and the political 
clout that is in California and Chicago and Florida and places 
where they have larger populations is going to overwhelm us. 

My question is, are you folks concerned about that and are you 
talking about that within your organizations? 

Mr. Robertson. Absolutely. Having spent IV 2 . years in Minot, 
ND, I can identify with your problem. That is part of the idea of 
our health care network. A network can be expanded or contracted, 
based upon your need, not necessarily requiring bricks and mortar 
where you are delivering the health care. So if you have a rural 
part of the State that has a health clinic, the VA can assist in get- 
ting the veteran into that facility. If he needs more major — the vet- 
eran needs more major medical care, they will keep moving him 
closer to where that service can be provided. 

One thing I want to caution you about, this projection of what 
the veterans’ community is going to be like in 2010, if you would 
have asked a Congressman in 1919 what the veterans’ population 
would be like, he would have probably told you, we just fought the 
war to end all wars. 

Right now I think that the national threat, the proliferation of 
nuclear weapons, and as many places as we have troops stationed 
right now maintaining the peace, the chances of a war to break 
out, much like Desert Storm, is realistic. And had Saddam Hussein 
used weapons of mass destruction, chemical-biological warfare 
weapons on a large scale, you could immediately have hundreds of 
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thousands of service-connected veterans pounding on your doors 
asking for health care. 

So when you are trying to develop a health care plan for the fu- 
ture of the VA, you can’t just look at the existing population. You 
have to look at it in the global picture of what we are doing na- 
tional security-wise, foreign relation-wise right now. 

I tell you that I am not — I would love for the membership of the 
American Legion to go to zero because our membership requires 
wartime veterans. That is what our membership requires. I would 
love to go out of business because there are no more wartime veter- 
ans. That is our goal. But we have to be realistic. You can’t do your 
strategic planning in a little bitty picture. 

You have to look at what is happening around you. And Desert 
Storm is a classic example of why we need something like the GI 
Bill of Health, because of the health care problems that the veter- 
ans had coming back. Had the GI Bill been in place, every one of 
those veterans could have walked up to a VA hospital and said, I 
want to be treated today. 'They could have enrolled. They could 
have been enrolled before they deployed. And instead of having 
their health care coverage canceled by their businesses while they 
were on active duty, rather than having their families have to trav- 
el hundreds of miles to go to a DOD medical facility, those prob- 
lems would have been resolved. 

I think that we need to look exactly like you are saying well 
ahead into the future. And how we are going to be able to adjust 
this, we think that the GI Bill is the right approach. 

Mr. Wannemacher. In enactment of 10^262, when Congress 
gave the Veterans’ Administration the ability to enhance sharing 
agreements and enhamce leases and reaching out and bringing the 
Veterans’ Administration to the veteran, that was a global vision 
to better care for veterans’ health care needs. It does not take 
bricks and mortar. It takes a commitment of the U.S. Government 
to say. Veterans, when you become disabled, there is going to be 
a system in place for you. It may not be the stereotype VA-provided 
doctor or full-time employee physician, but it is someone whom the 
Veterans’ Administration has contracted with to provide your 
health care. And that is what the veterans’ organizations asked for 
when 104-262 became law, and that is what we continue to sup- 
port also. 

Mr. Peterson. Thank you, Mr. Chairman. 

Mr. Stearns. Let me just follow up on Mr. Peterson. 

Ms. Quandt, who is on the second panel, former Executive Direc- 
tor of the Commission on Future Structure of VA Health Care, De- 
partment of Veterans Affairs, believes that the VA should at some 
point — I am asking your opinion on this — sell highly unused hos- 
pitals, which are veiy costly to maintain, and reinvest in new, mod- 
em outpatient facilities. Are there circumstances that would make 
this idea acceptable? 

I would like to go from the right to the left. 

Mr. Warfield, yes or no? 

Mr. Warfield. I do partially agree. I think that is incrementally 
what the Dr. Kizer plan is for inteCTation. For instance, there have 
been 4,200 beds that have been dosed in the mental health and 
substance abuse treatment. Then there is a transition program for 
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intermediate or domicilic care. I think that that is what is already 
happening, by attrition and by the change in need and demand for 
services. 

Mr. Peterson. Mr. Chairman, before the rest of them answer, 
that is part of my question. 

You say that that is the way we are going to go. We are going 
to have a hell of a fight if you are going to try to close Fargo and 
Rapid City and all these other places that are on this chart. And 
I guess my question is, along with what the Chairman is asking, 
how is it going to work? 

I think the people in Fargo are — I understand what you are say- 
ing, but they are going to fight like crazy to keep that hospital. The 
same thing in Rapid City. How is this going to work? If we in fact 
have this fight and if we are going to move this way, how is this 
going to play out? 

Mr. Robertson. From the GI Bill of Health standpoint, I will tell 
you, because of the military retirement community that is in the 
Fargo, ND, area, I think that the patient population, since it will 
be more than just service-connected veterans, will justify the facil- 
ity staying open for many years. Would there be a decision some- 
where — 

Mr. Peterson. You don’t agree with the chart? 

Mr. Robertson. No, sir, I don’t. 

Mr. Fuller. I would like to add that Marjorie Quandt was the 
chair of one of those commissions that we talked about in our testi- 
mony that cost millions of dollars. And at this point, even though 
she is a very articulate spokesperson for the view — for her own 
views and the views of commission, the results of the commission 
really didn’t go anywhere. 

I would also like to state that it is a great idea to go out and 
sell your assets. But once you sell your assets, they are gone. Then 
what do you have for it? Potentially, in light of what 0MB has 
done to us over the past several years, if all of a sudden VA comes 
up with money in one pot, they are going to offset our appropria- 
tion in the other. So I think you are being penny wise and pound 
foolish. 

Putting all of the money into outpatient care is cost-effective for 
people who are ambulatory. What will happen when a veteran 
needs specialized inpatient care, which has been allowed to de- 
grade. You don’t have a whole system there anymore? 

Mr. Stearns. Would anyone else like to comment on Ms. 
Quandt’s statement to sell unused hospitals because they are 
costly? 

Mr. Robertson. Mr. Steams, under our GI Bill of Health pro- 
posal, the VA would become a business, for lack of a better com- 
parison. So if that is a business decision that would have to be 
made that the veterans would be better served by selling one facil- 
ity and maybe increasing the contract agreements with another 
health care facility, that may be the most business-sound decision 
to make rather than plowing money back into bricks and mortar. 

But I think that it would — that the American Legion would want 
to thoroughly investigate whether that facility should be closed. 
Right now the only procedure we use is earthquakes. 
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Mr. Warfield. Our experience in the Federal Government with 
the sale of assets, whether loan assets or tangible assets, has been 
catastrophic. We have lost hundreds of billions of dollars in selling 
those assets and not, as my colleague said, I agree with that, and 
not getting any beneficial return for it. I would say that is a very 
bad recommendation. 

Mr. Stearns. Well, gentlemen, I thank all of you for your partici- 
pation. Without any further comment, we will move to the second 
panel. 

Ms. Chenoweth was here and wanted to ask questions, but she 
could not stay because she was managing a bill on another commit- 
tee. We are offering her the opportunity to ask questions, and we 
will put them in as part of the record and get replies for her. With- 
out objection, so ordered. 

[The prepared statement of Congresswoman Chenoweth appears 
on p. 40.] 

Mr. Stearns. We appreciate the patience of the second panel: Dr. 
Kizer, Under Secretary of Health, Department of Veterans Affairs; 
Mr. Stephen Backhus, Director of VA Affairs and Military Health 
Ceu*e Issues; Richard Krugman, a doctor. Dean of the University of 
Colorado School of Medicine, representing the Association of Amer- 
ican Medical Colleges; and Maijorie Quandt, former Executive Di- 
rector, Commission on Future Structure of VA Health Care. 

STATEMENTS OF KENNETH W. KIZER, M.D., UNDER 

SECRETARY FOR HEALTH, DEPARTMENT OF VETERANS 
AFFAIRS; STEPHEN P. BACKHUS, DIRECTOR, VETERANS’ AF- 
FAIRS AND MILITARY HEALTH CARE ISSUES, HEALTH, EDU- 
CATION, AND HUMAN SERVICES DIVISION, GENERAL AC- 
COUNTING OFFICE; RICHARD KRUGMAN, M.D., DEAN, UNI- 
VERSITY OF COLORADO SCHOOL OF MEDICINE, REP- 
RESENTING THE ASSOCIATION OF AMERICAN MEDICAL 
COLLEGES; AND MARJORIE R. QUANDT, FORMER EXECU- 
TIVE DIRECTOR, COMMISSION ON FUTURE STRUCTURE OF 
VETERANS HEALTH CARE, DEPARTMENT OF VETERANS 
AFFAIRS 

Mr. Stearns. I want to welcome the second panel, and at this 
point, let me open up for your opening statements. We will start 
with Dr. Kizer. I want to thank you again for coming, and his en- 
ergy and perseverance in trying to help veterans with the adminis- 
tration; and all of us are very respectful and interested in your 
opening comments. 

STATEMENT OF KENNETH W. KIZER, M.D., M.P.H. 

Dr. Kizer. Thank you, Mr. Chairman. 

I am pleased to be here this morning to continue the dialogue 
that we have been having over the past several years regarding the 
future of the veterans’ health care system. Indeed, I think it is 
probably a very opportune time to again focus on this, since it was 
done 2 years ago when Mr. Hutchinson chaired the subcommittee, 
and so much has changed in veterans’ health care over the past 2 
years. Indeed, I think I can say without reservation that there is 
no other health care system in the country that can match the ex- 
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tent of change that has occurred in veterans’ health care since we 
launched our reenpneering effort in late 1995. 

My written testimony includes considerable detail to exemplify 
that point. I trust that my full statement will be included for the 
record. 

Mr. Stearns. Without objection, it will be made part of the 
Record. 

Dr. Kizer. I would summarize by emphasizing that the VA con- 
tinues to be in rapid evolution, just as American health care every- 
where is in rapid evolution or rapid transition. There is not yet 
anywhere in tins country, indeed anywhere in the world, a health 
care system that fully satisfies all of the needs or demands for ac- 
cess, quality, user service or user friendliness, and cost. 

I think VA is wrestling with many of the same problems that ev- 
eryone else in health care is wrestling with. The difference, though, 
is that the size of the VA sometimes magnifies the problems that 
everyone is having. 

In this regard, I would also note that in addition to being the 
largest fully integrated health care system in the United States, 
the VA is also the most complex health care system in the world 
because of our multiple missions. These are missions which are, at 
the same time, complementary to each other, but they also do com- 
pete with each other at times and set the stage to be conflictive 
with each other as well. 

I would make one other point in this regard, it is so often not 
appreciated how much the public at large benefits from the VA, 
whether it is in the training of health professionals, or the research 
that is done, or caring for the homeless, or responding to national 
disasters, or pioneering better ways of managing chronic illness. 
While those things all certainly benefit veterans, they also benefit 
the public at large in many ways. 

Let me turn my focus, in the time that remains here, to some 
comments about the future. As I look at the future, I believe that 
the veterans’ health care system will continue to evolve along the 
lines that we have been pursuing for the past 3 years. I also be- 
lieve that we are very well positioned to expand services, should 
policy decisions so dictate, as well as funding sources be made 
available to support any increases. 

The issue that we will continue to have to address, as will the 
rest of health care today, is providing good health care value. As 
we have discussed before, VA has operationalized or defined health 
care value as being the composite of achieving easy access, high 
technical quality, good service satisfaction and optimal patient 
functionality at a reasonable cost. With that in mind, I see the VA 
health care system evolving in three general directions. 

First, I see the VA getting better at what it now does; that is, 
getting better at taking care of service-connected and poor veterans 
in a system that not only provides current state-of-the-art medical 
care, but also that trains tomorrow’s health care providers, and one 
that researches and pioneers tomorrow’s health care solutions. 
Finding better ways of caring for VA’s population of chronically ill, 
older and poorer veterans will ultimately result in better care for 
all Americans. 
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In pursuing this direction, I think that I would also underscore, 
and I think that we have been consistent in the direction given, 
that we have to pursue five key principles as we pursue this 
direction. 

First, I would echo some of the comments that were made earlier 
this morning by the first panel that we have to be constant in our 
focus on providing for the special needs of veterans, whether this 
is providing for spinal cord injured veterjms or providing pros- 
theses or blind rehabilitation or treating PTSD or environmentally 
related conditions; whatever, we have to maintain that constant 
focus on providing services for the veterans and services that often 
are not readily available in the private sector. 

I think in that regard it is also worth noting that over the past 
couple of years, while we have increased our performance in a 
number of ways, we also are treating more patients in our special- 
ized programs. Last year we treated 19 percent more homeless 
than we did 2 years before, 8 percent more substance abuse or psy- 
chiatric patients, 20 percent more blind rehabilitation patients, so 
we actually are maintaining that focus and indeed expanding care 
in these areas. 

One other point I would make in this regard is that we have to 
concentrate on managing care and not cost. I think we have to es- 
pecially concentrate on managing care for complex chronic condi- 
tions that are so prevalent in VA's population, but are increasingly 
prevalent in the public at large. 

I think that as we look at the resurgence of double-digit inflation 
in the health care sector, it is becoming increasingly clear that the 
biggest failure of managed care has so far been that it has focused 
too much attention on managing cost and not actually improving 
care. Too often managed care companies, in their efforts, have ad- 
dressed only the symptoms of the ills that afflict private health 
care. They nave not addressed the basic pathology of framented 
care, provider-focused and user-unfnendly services, redundant and 
excess capacity, and other things. Managed care has not done 
enough to make care more coordinated, more convenient euid more 
coherent, i.e., actually managing care in a way that it improves 
outcomes. 

I will forgo some of the other comments I was going to make in 
that regard and just conclude by commenting on the two other di- 
rections I see the VA moving in. 

The second of the three directions is that I see VA taking in or 
taking care of more or a larger number, an increasing number of 
the military-related family, whether it is higher-income veterans or 
more active duty personnel or more military dependents and retir- 
ees in contrast to the past. However, I see this occurring largely 
because of the service that is provided. I think these new users of 
the system will have options, but they are increasingly choosing 
the VA because they see the VA as providing superior service. 

The foundation has been laid for much of this already in agree- 
ments and arrangements that are ongoing with DOD and 
TRICARE. 

Finally, a third direction that I see VA health care going is hav- 
ing an expanding role in providing for the public’s good by using 
the VA’s existing infrastructure and our unique array of assets to 
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address more general public needs. I think this will take a variety 
of forms in the future, whether it is preparing — at the one end of 
the spectrum, preparing a local public service agency to better re- 
spond to the threat of terrorist actions involving weapons of mass 
destruction or, on the other end, of providing services to other pub- 
licly funded health care beneficiaries. 

In contrast to some who might see this as a threat to the future 
of the VA, I see it really as helping to ensure the future of the VA 
by the relationships that would be established, and increasingly 
making a population that has not had as much exposure to or who 
is less familiar with the military and veterans’ issues appreciate 
the strengths and the value and the benefits of maintaining a pub- 
licly funded health care system that has as its primary mission 
providing care for the men and women who have served this coun- 
try in the military. 

With that, let me stop. 

Mr. Stearns. Mr. Backhus. 

STATEMENT OF STEPHEN P. BACKHUS 

Mr. Backhus. Good morning, Mr. Chairman. Good morning to 
you, Mr. Evans and Mr. Cooksey. I am pleased to be here today to 
discuss the future health care role of VA. My comments this morn- 
ing will focus on how VA’s system transformation is progressing 
and what challenges VA faces as its role evolves. 

The information we are presenting is based on the series of stud- 
ies we have conducted over the past several years to identify ways 
to improve the efficiency and the effectiveness of VA’s health care 
system. During the course of our work, we have visited dozens of 
VA medical facilities, spoke with hundreds of administrative and 
medical staff, many veterans and, of course, the veterans’ service 
organizations. 

In summary, VA has made substantial progress in transforming 
its health care system to compete more effectively with other 
health care providers in order to become the veterans’ provider of 
choice. For example, VA’s 22 service delivery networks have made 
hundreds of restructuring decisions, including consolidating admin- 
istrative and clinical services, shifting care from inpatient to out- 
patient or residential settings, and purchasing care from other 
providers. 

These initiatives have enabled VA to avoid over $1 billion in un- 
necessary expenses, savings that have provided critical financing 
needed to further improve the system’s overall accessibility and 
quality of care. 

In addition, the networks are planning to develop and implement 
additional efficiency initiatives over the next 5 years. But VA faces 
several challenges before completing its transformation. Of these, 
VA’s decisions regarding existing infrastructure may be the most 
significant and contentious. 

For example, VA has spent hundreds of millions of dollars over 
the last decade constructing and renovating inpatient capacity. 
Some of this capacity is no longer needed because of its decreasing 
reliance on inpatient service. Meanwhile, VA continues to serve 
veterans in other locations using aged and deteriorating buildings 
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that will reqiiire billions of additional dollars to renovate or 
replace. 

VA’s decision to consolidate inpatient medical care at fewer loca- 
tions is complicated by such ch^enges as VA’s longstanding rela- 
tionships with medical schools for education and research and with 
the DOD for contingency medical support. 

In our view, VA’s future success in fulfilling its health care role, 
as envisioned by recent ehgibility reforms, depends in large part on 
its ability to transform its current delivery infrastructure into an 
integrated system of VA and private sector providers, which may 
be more attractive to new users, especially those sdready insured, 
who could provide VA with an additional source of revenue. 

VA’s strategy also suggests to us that it will ultimately purchase 
much more health care from the private sector providers than it 
does now and deliver care using its existing infrastructure pre- 
dominantly in those areas where private sector alternatives are not 
available or where VA is an acknowledged leader. 

VA’s success will also depend on its ability to overcome several 
other management and implementation challenges. These chal- 
lenges include designing an enrollment system, establishing new 
provider networks, developing and awarding potentially complex 
health care service contracts, improving collections from other 
health insurance that veterans and others have, and developing a 
system sufficient to capture critical cost access and quality infor- 
mation for managing and evaluating system performance. 

If, as some have suggested, VA’s competitive role is expanded to 
include not only the current veteran population but also veterans’ 
spouses and dependents, the challenges facing VA will be even 
greater. For example, VA will have to either provide or arrange 
care for populations and medical conditions that it has little experi- 
ence dealing with, such as pediatric or maternity care. 

In conclusion, Mr. Chairman, we are encouraged by VA’s 
progress to date and support its efforts. However, it is essential 
that VA address its infrastructure and other management chal- 
lenges. If VA is ultimately unable to overcome these challenges, it 
is conceivable that VA could have to limit enrollment among lower- 
income veterans, and this could include those with the greatest 
need, because memy of them have no other health care alternatives. 

Mr. Chairman, this concludes my statement. I will be glad to an- 
swer any questions you or any other members of the subcommittee 
may have. 

[The prepared statement of Mr. Backhus appears on p. 65.] 

Mr. Cooksey (presiding). 'Thank you, Mr. Backhus. 

Dr. Krugman, you are next. 

STATEMENT OF RICHARD KRUGMAN, M.D. 

Mr. Krugman. Good morning. I am Richard Krugman. I am 
Dean of the University of Colorado’s School of Medicine, and I am 
here today to present testimony on behalf of the Association of 
American Medical Colleges. I would like to use this time to extend 
my written remarks, Mr. Chairman, which could be put into the 
Record, with your permission. 

Mr. Cooksey. Without objection. 
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Dr. Krugman. The points I think I would like to make are that 
the health care system in the United States is under significant 
change. As others have testified to here and as the GAO report tes- 
tifies to, throughout the United States, as care is more and more 
managed, populations of patients who are basically well or who are 
basically yoxmg or who basically have less complex disease are 
being gathered into groups to be cared for by entities that are 
happy to take their insurance coverage and provide an overview of 
care to them that is not very complicated. 

On the other hand, the Veterans’ Administration and many of 
America’s medical schools and public hospitals find themselves car- 
ing for, historically, populations of patients who are older, who are 
si^er and who have much more complicated conditions. So in that 
environment, where competition is occurring and the populations of 
patients that we are historically dealing with are more and more 
isolated, it is even more critical that America’s medical schools 
work with the Veterans’ Administration and the VISNs’ systems to 
be sure that these historic populations will get the care that they 
deserve. 

In that regard, our situation in Colorado and in many other parts 
of the country may provide some examples of things we can do to- 
gether that are relatively easy and also provide some examples, as 
my written remarks have, of some things that are hard to do be- 
cause of regulation or because of bureaucratic difficulties on both 
sides of the street. This is not just a VA problem. 

For this to work and for us to be able to work together, we think 
that we need to engage in intensive and frequent communication. 
That is not just between the medical schools, the university hos- 
pitals and the Veterans’ Administration hospitals in our commu- 
nities, but the entire VISN network and the J^Cs. In our area, we 
are participating in that regard. 

We need to develop an agenda of problems and mutual goals emd 
objectives. We need to work collaboratively to see if there are op- 
portunities we could share. We have examples of our brokering a 
relationship between the Cheyenne VA and an affiliated family 
medicine residency in Greeley, Colorado, for example, both of whom 
were looking for a place to provide primary care to their popu- 
lations. Neither of them had a big enough population to be able to 
support the overhead for the populations they were serving, but 
combined, they could do that. 

We have the same in Denver where we have put a primary care 
clinic at the former Fitzsimmons Army Medical Center in place 
where the Veterans’ Administration and University Hospital and 
University Physicians, which is our practice plan, provide care to 
the populations that we are serving, sharing the overhead and 
sharing the costs of that environment. 

Those types of collaborations, I think, are ways that we can move 
forward together and assure that our health care missions will be 
successfully completed. 

In education and research, we have the same opportunities to 
collaborate. Dr. Kizer has already alluded to the link we have had 
in education through the years. A substantial portion of our medi- 
cal student, nursing student, dental student and resident education 
takes place at not only the Veterans’ Administration facility in 
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Denver but throughout our VISN network. Medical education is in- 
creasingly community oriented, and we find a partnership between 
the facilities in our "'^SNs and our area health care education cen- 
ter system, which helps the veterans’ facilities recruit and retain 
physicians to their system, provide them continuing education. And 
the best continuing education is actually to have a medical student 
or resident working with you for a month or two and then keep 
that educational focus in the community which, from our point of 
view, in our medical school, is where most education is going to go. 
As hospitals gradually shrink, the population base in hospitals is 
no longer an adequate supply of educational material, if you will, 
for our students and residents. 

Finally, in the research arena, we have the same opportunity as 
we have in the clinical arena to collaborate. Research equipment is 
very expensive. We have the opportunity to share with our VA col- 
leagues this research equipment. We share populations of patients 
for studies on health care outcomes, which are increasingly impor- 
tant if we are going to be sure that we are providing quality of 
care. 

In all of these arenas, I think, the opportunity for medical 
schools and Veterans’ Administration hospitals and '^SNs to work 
together is there. Our goal should be to work together euid to do 
this in a way that assures that we don’t either step on each other’s 
toes or trip over each other. And in the future I think if we pay 
attention to some of the regulatory difficulties that keep us from 
doing pretty obvious things out in the community, we will continue 
to provide the best possible care for veterans and the best possible 
education and research for our system. 

In the spirit of moving toward problem-oriented learning rather 
than lectures, I will conclude my remarks at this time and wait for 
the questions. 

['The prepared statement of Dr. Krugman appears on p. 73.) 

Mr. Cooksey. 'Thank you. 

Miss Quandt, is that the correct pronunciation? 

Ms. Quandt. Yes, sir. 

STATEMENT OF MARJORIE R. QUANDT 

Ms. Quandt. Mr. Chairman, you have invited me to discuss my 
vision of the future of the VA health care system. 

First, let me say my vision is not the vision of the Commission 
on Future Structure of Veterans Health Care. It is based on my ex- 
perience in the VA, looking at what is happening in the private sec- 
tor and in other countries with health care. 

Also, I would say this about that commission report: It made it 
much easier for Dr. Kizer to start the major changes he has 
brought about in the veterans’ health care system. 

I prefer to emphasize my vision of the electoral branch of the 
Government’s commitment to veterans and DOD beneficiaries. By 
that, I mean sustained support, not the yo-yo effect one sees during 
periods of military conflict followed by dwindling resources untU 
another conflict occurs. It has been all too easy to ignore the fact 
that the injuries and illnesses from war require treatment for more 
than half a century. 
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The statement about veterans’ benefits in the 1999 budget is a 
staggering admission. The budget does not report the full size of 
these obligations and, in my opinion, it shirks the duty of putting 
veteran care elsewhere than in discretional funding. 

It is even more amazing to me that while this discussion of the 
budget listed veterans’ requirements for comp, pension, education 
and loans, it completely igpored health care. There is a time com- 
ing when VA work load will eventually force the VA into the posi- 
tion of being what I call a bill-payer, rather than a direct provider. 
This should also be a concern for DOD. Forcing large work loads 
to the private sector will leave it without necessary medical man- 
power in time of war. If the dissatisfaction with 5-to-9-month tours 
of duty for those in the medical reserves is true, causing them to 
resign, DOD is doubly at risk. 

On January 15, I appeared before the Congressional Commission 
on Servicemember and Veterans Transition Assistance to discuss 
forecasts for the 21st century. Participants were to answer the 
question; Will the benefit programs in place today meet the needs 
lor tomorrow’s veterans? My conclusion was that if both VHA and 
DOD continue on their present paths, that servicemembers and 
veterans will be ill served by their country. 

I concluded that the two systems must be aligned much more in- 
timately than they are now and that, by 2015, the VHA program 
will be subsumed in DOD because of the small veteran population. 
I based that on the fact that military casualties transferred to VA 
from the Gulf War were totally unlike those that came from the 
Vietnam conflict. In fact, when you look back now at Gulf War syn- 
drome, it is a series of what are conditions or s 3 Tnptoms which cem 
largely be treated as outpatient, not as inpatient. 

Further, if you look at the current conflicts in this world of ours, 
we may well have a nuclear war and there may be no veterans re- 
turning or very small numbers. So there are certain what-ifs that 
one can look at. 

It is often difficult to obtain accurate figures about the two 
health systems. One set leads me to believe there are 20 million 
beneficiaries between DOD and VA. "rwenty million potential en- 
rollees is as large as Oxford Health and Kaiser-Permanente to- 
gether. They are the two largest HMOs in the United States. Even 
if I take the lesser figure of 6 million, this is still, by U.S. stand- 
ards, a large health program. The beauty of DOD and VHA is, it 
represents the only full spectrum of care. 

Between the two programs, there are at least 331,000 full-time 
equivalent employees, representing the full gamut of health care. 
My working arrangement would permit DOD to take over all your 
emergency-urgent, acute and some primary care in both systems. 
VHA, in return, would take over primary care, certain specialty 
care, especially rehabilitation and sustained care. Staffs from both 
systems would be assigned where needed. Thus DOD physicians or 
nurses will be staff in VA facilities, and VA staff would serve in 
DOD hospitals and clinics. 

If you look at the map attached to my report, which has already 
been discussed, you will note 19 States where VHA will not have 
enough work load to support hospitals in 2010-2015. It is pref- 
erable that in these States there be additions to outreach clinics. 
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commiinity-based clinics and the use of contracting for or purchas- 
ing hospital space. VHA-DOD professional staffs would seek privi- 
leges at local hospitals to keep control of care within the federal 
health system. In the other States, the VHA and DOD medical 
staffs would move back and forth and provide a full range of care. 

I need to tell you what my vision does not involve. It does not 
involve attracting more category A veterans and their dependents. 
It does not involve category C, rich veterans. It does not involve 
subvention of Medicare or reliance on MCCR. My vision adheres to 
the amount of coverage VHA has received. Historically, back 20 
years, it was never funded to cover more than 10 percent of the 
total veteran population. MCCR is drying up and Medicare will 
continue to ratchet down its payments. A Clinton lite plan to enroll 
all veterans and their dependents is an idea whose time has 
disappeared. 

Furthermore, all the plans to attract category A and C veterans 
and obtain Medicare funds pit a wonderful Federal health care pro- 
gram against a gigantic private sector market. Nor do I know of 
any tenet in law which generally allows the Government to com- 
pete with private industry. 

GAO, in its study, would allow private practice physicians to 
treat veterans in VA facilities. This also flies in the face of the mar- 
ket system locally, and I think in very small communities would 
not be accepted. 

I eun not concerned about displaced VHA employees. Health 
economists say that for every $2.1 billion saved, 22,000 health care 
workers lose their jobs. However, the great majority are picked up 
by contractors or other programs in the community. 

I am very concerned that VA does not have the authority to sell 
unneeded, unused physical plants. If it had the proper authority 
from ConCTess, it could sell those, invest the capital funds received 
and use those funds for whatever level of care was needed. 

My vision is not to save bricks and mortar, but to combine the 
two Federal programs to have a modem, efficient, managed care 
program which will fulfill the goals of readiness, patient care in 
war and peace, education and research. 

Thank you. 

[The prepared statement of Miss Quandt, with attachment, ap- 
pears on p. 100.] 

Mr. Cooksey. That was a wonderful statement, very direct, very 
candid, without political considerations. We need more of that. It 
is very refreshii^. 

Ms. Quandt. Tnank you. 

Mr. Cooksey. I would note that it was from a woman and maybe 
we need more women up here testifying. Very good. Thank you. 

I don’t necessarily agree with all of it, but it was a good state- 
ment. I agree with a lot of it, though — most of it. 

Dr. Kizer, vou have looked at the costs that VA incurs in smok- 
ing-related illnesses, I vmderstand. What do you project these costs 
to be for the Veterans’ Administration? 

Dr. Kizer. A lot. 

Mr. Cooksey. A lot, I agree. Any numbers, ballpark figures? 

Dr. Kizer. I think that the staff have provided previous esti- 
mates of the potential exposure depending on the number of veter- 
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ans affected. I have not been involved in developing the methodol- 
ogy for doing that. I would only say that depending on how many 
are treated and exactly what they are treated for, it is likely to cost 
billions of dollars. 

Mr. Cooksey. Five, 10, 50, 100? 

Dr. Kizer. I think the lower end there is certainly consistent 
with current projections. 

Mr. Cooksey. Okay. There has been some discussion about the 
tobacco manufacturers bearing some of the cost of the VA care for 
veterans. Is there not also a case made for that industry’s provid- 
ing money for research to the Veterans’ Administration, and do you 
think this is a good option or a viable option? 

Dr. Kizer. I think there are many viable options where any 
funds that accrued from that settlement could be wisely used to 
support veterans’ care and which, in turn, would benefit the public 
at large. 

Mr. Cooksey. Okay. Do you think that the VA is in a position 
to carry out some of this research, for example, with your popu- 
lation? Do you think your population in the VA hospital and your 
current staffing would allow you to carry out this research that 
would shed some light on methods of— well, what tobacco does £uid, 
of course, quite frsmkly, you and I know that we have known a lot 
of what tobacco will do since 1962 Euid beyond that, but methods 
of getting people to stop smoking, discourage people from starting, 
and so forth. 

Dr. Kizer. As you know, there is a plethora of information about 
the untoward effects of smoking. Certainly one of the — one of many 
potential research opportunities that exist in the VA would be how 
you control this addiction or curtail this addiction in a population 
that is very severely addicted. 

There is no question that nicotine is every bit as addictive, if not 
more so, as cocaine and heroin and other drugs of that type, and 
that this is em addictive disorder. We have many veterans who are 
addicted and continue to support their unhealthy habit. And cer- 
tainly, if funds were made available to research ways of curtailing 
or dealing with that addictive behavior, we have a population that 
will provide many opportunities to investigate it. 

Mr. Cooksey. Do you consider it a physiological addiction or a 
psychological addition, tobacco? 

Dr. Kizer. I think that pushes the definitions or the distinctions 
between those two. There is unequivoceil evidence that it is both 
physiological as well as psychological. At some point it becomes 
hard to distinguish, when you are dealing with neurochemistry, 
what is the difference. 

Mr. Cooksey. Dr. Krugman, what about you, do you think it is 
a physiological 

Dr. Krugman. I concur with Dr. KizeFs statement. I think it is 
both. 

Mr. Cooksey. Veterans’ Administration, VA hospitals have made 
some quantum leaps in this transition from inpatient to outpatient 
care. The period when we were all in medical school. Dr. Kizer 
pointed out in our earher meetings that he was in the first grade 
when I was in medical school. So Dr. Krugman, maybe your hair 
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is not quite the right color, but it is getting there. I assume you 
were in medical school in the 1970s. 

Dr. Krugman. Actually the 1960s. 

Mr. Cooksey. Good, those were my years. Anyway the VA hos- 
pital has made some major changes in moving from inpatient to 
outpatient. Some of the veterans’ service organizations are con- 
cerned that the move is being done too fast and going too far too 
fast and that maybe the cost-cutting is taking precedence over 
quality of care. 

I liked your statement. Dr. Kizer, that we really should put the 
emphasis on quality of care and not just cost of care, because that 
has been one of the shortcomings of managed care, these CEOs, the 
bean coimters, the CPAs that run these organizations have in most 
cases not been involved in taking care of patients. They take care 
of financial statements. 'That is coming back to haunt them now. 

But do you think that this perception by the VSOs that you are 
moving too far too fast is a proper perception, or do you think it 
is mst a PR problem that the Veterans’ Administration has? 

Dr. Kizer. I would resjwnd several ways. One, the VA has all 
kinds of PR problems, so I am sure there is an element of that. The 
VA is universally imsuccessful at PR. 

Second, I think that in many ways the rapidity of the cheinge — 
and it has been very rapid, and I think it is certainly unprece- 
dented in the history of the VA and is even unparalleled by private 
sector stEuidards, but I think that it is only a weu'm-up for the type 
of change that is going to have to occur in the future. 

When we look at the sort of technological interventions, gene 
therapy, and other things that are in the pipeline and that are 
going to be reality in a very short period of time, I think what we 
all have to get used to in health care is continuous, very rapid and, 
in fact, tumultuous change. 'That is just the world that we live in. 

VA was pretty quiescent for a long period of time. We have catch 
up to do — I think we have done that; we are moving in the right 
direction. But change is just part of the future scenario, not only 
for the VA but all of health care. 

The last thing I would note in that regard, though, is that too 
often overlooked, when we talk about changing the VA, is how 
quality of care has changed in the VA. If you look at any of the 
standard indices that are used to track quality of care in the pri- 
vate sector, what you see is that the VA is now superior on all of 
those measures and that we have made incredible progress in im- 
proving quality of care in VA in a short period of time that cer- 
tainly rivals others’ performance, and now have a very good record 
to speak to in that regard. 

It is of interest that increasingly we are being contacted by other 
entities to assess what we have done in that regard to benefit other 
large organizations on how they can pursue quality management. 

Mr. Cooksey. And I would support your statement. I know that 
I have one VA hospital in our area and it is, the administrator 
there is really an outstanding administrator. They did a good job. 
Of course, I am an eye surgeon, but I have been into their eye clin- 
ic. 'They have some equipment there, some instrumentation that I 
wish we could have in our clinic emd could afford in our clinic. It 
is really state of the art. 
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Dr. Krugman, what is your response to that, to the question? Do 
you think that ^e VA hospital is making these changes in an expe- 
ditious manner and what, how can those changes work to the ad- 
vantage of the medical schools and the medical schools work to the 
advantage of the veterans, not the Veterans’ Administration but to 
the veterans? I am a veteran, and someone has to speak up for the 
veterans. 

Dr. Krugman. Well, I think what we are learning in the health 
care system, and certainly schools of medicine have Teamed this, is 
that the whole focus of what we need to concentrate on now are 
populations of patients in addition to just taking care of the indi- 
vidual patient. That is still a very important p^ of what we do. 
So the bedside teaching and the bedside care of veterans in the VA 
hospitals will always be important. 

But as those numbers decrease — an increasing proportion of 
what we are going to do is in the community, in places such as 
ours; VISN 19 is Colorado, Wyoming, Montana, places with very 
few people and a lot of miles in between them and lots of miles be- 
tween situations, between facilities — we have felt the need to work 
together to create networks of care focusing on those populations, 
lii^ng physicians in those in the VA system. And many of them 
are our clinical faculty in the medical schools as well. 

And we really do this, we really do this together because we, 
with our small population, with our great distance and with the in- 
creasing cost of ceiling for fewer people within the hospital settings, 
it really is critical for the VA and the medical schools to work to- 
gether to be sure that the care is met. Key to that is the develop- 
ment and access to primary care in the communities where the vet- 
erans are, as well as primary care for the populations that we care 
for. 

I should tell you, sir, that our strategy to survive in Colorado has 
been to focus on caring for populations of patients that we have 
been historically linked to. We actually are the health plan, part 
of the health plan for TRICARE and we take — we are the network 
manager, our medical school and university hospital, for the 
TRICARE program in Colorado. 

We also operate a Medicaid HMO to care for the Medicaid pa- 
tients in our area, and many of those Medicaid patients in our 
statewide system are linked to veterans or dependents of veterans 
Emd many are in the veterans’ system. 

So I think we need to provide the best care for veterans. 'Those 
of us, as I said at the beginning in my statement, who have histori- 
cedly cared for these underserved populations and these ve^ com- 
plicated populations need to work together so we can do it most 
efficiently. 

Mr. Cooksey. Miss Quandt, commenting on his statement, refer- 
ring to your map 

Dr. I&UGMAN. We are the white State in the midst of all of that. 

Mr. Cooksey. That is what I was referring to. How would you 
take his medical school and his unique position and take care of 
these veterans in these surroimding States that are x-ed out 
basically? 

Ms. Quandt. In all the surrounding States x-ed out, where there 
are some military hospitals there would be a VA-DOD presence. 
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Where there is no DOD hospital, there would be a joint VA-DOD 
community clinic. Dr. Krugman’s medical school could be aliiliated 
with those clinics. 

Since the affiliation currently does go up to Wyoming, this map 
does not stop that. In fact, I can see that this plan, which uses clin- 
ics, then going out and purchasing service at very strictly nego- 
tiated rates in the private sector, could allow medical schools to 
move out and away from their traditional university hospital. It 
would not be imlike what WAMI did. 

Mr. Cooksey. What who did? 

Ms. Quandt. WAMI, Washington, Alaska, Montana, Idaho, in 
which they moved residency out in rural areas. 

The same thing could apply in these States, whether it is Colo- 
rado, whether it is a medical school that survives in South Dakota 
or some other State. 

Dr. Krugman. We have affiliated residencies serving both in 
Caspar and Cheyenne, Wyoming, in addition to 10 community 
residencies in Colorado. 

Mr. Cooksey. Good. Well, my personal comments, I am con- 
cerned about the tobacco issue. I think that the tobacco issue, once 
it was brought up, once the lawyers became involved, it has been — 
everybody has been piling on and everyone sees this big potential 
pile of money. And it seems like everyone is trying to get money 
out of it; it is almost as if it is an unlimited supply of money that 
is going to solve all the problems. 

I think that some of the groups that hope to benefit from this 
really need to look — stop and look at it and know that it is not an 
unlimited supply of money and that the money may never mate- 
rialize. 

The money is not, the money is not just going to come down like 
manna from heaven. It is going to come from additional taxes. It 
is not going to come from the reserves of the tobacco companies, be- 
cause some of those would probably bankrupt some of these plain- 
tiff attorney plans that are actually implemented. 

But it has almost become distorted to a certain extent. 

I am pleased with the chaises that you. Dr. Kizer, are leading 
in Veterans’ Administration. They are good changes, and they ulti- 
mately will work to the benefit of the veterans. I feel very strongly 
that the veterans, that the veterans that have combat-related inju- 
ries or diseases should have whatever it takes to take care of them 
forever and ever. 

In my particular concessional office, 35 percent of my staff’s 
time in the district — and I have really three offices — is spent with 
veterans’ issues; 35 percent is spent with Social Security disability 
issues, so 70 percent of the time is spent with disability issues. And 
for those people that come in with combat-related injuries, I have 
personally taken care of them over the years — blinded veterans 
with war injuries, and most of them, reaUy all of them pro bono 
treatment, and I think we should continue to do that. 

On the other hand, there are people that come to our office with 
ceat expectations that were maybe injured when they fell off the 
back of a pickup truck at Fort Polk between the Korean war and 
the Vietnam war and between the Vietnam war and the Persiem 
Gulf war, and those are legitimate injuries. 
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But then there are those that have problems not related to their 
time in the service or any injury or msease that they acquired in 
the service, but because they are a veteran, they have great expec- 
tations, and they have to understand that the first obligation is to 
those injured in war and have diseases that they acquired during 
that time period. 

I am also concerned that we have a lot of duplication of health 
care services in this country and that there is duplication in the 
urban areas, and yet we don’t have adequate treatment in the 
inner city urban areas. There are a lot of low-income people that 
don’t get health care when they should, and some of those are vet- 
erans, and some of the rural areas are deprived of health care. 

So it is a complicated problem with no simple answers. Managed 
care is not the total answer. Tobacco is certainly not the total an- 
swer, the tobacco settlement. 

It will require a lot more time and thought and creative thinking 
and candid statements like all of you have given this morning, and 
particularly you. Miss Quandt. 

I have no other comments or questions. Do any of you have any 
last comments? 

We appreciate you being here today. The testimony was out- 
standing. 

The committee is adjourned. 

[Whereupon, at 12:05 p.m., the subcommittee was adjourned.] 
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Thank you, Mr. Chairman. Today’s hearing will feature testimony on the future of the VA 
health care system. VA has undergone a number of important changes over the last five years. It 
has restructured system management to give more autonomy to field managers, giving those 
managers more control over their resources, and, in turn, making them more accountable for 
their performance. This Committee also initiated and eventually enacted eligibility reform 
legislation which allowed VA to make decisions about patient care that were more consistent 
with modem health care. In so doing, we gave VA the opportunity to make more cost-effective 
care delivery choices that we hoped would also be more responsive to patients’ preferences. 

Health care practice, in general, has changed dramatically since the VA health care system 
proliferated in the middle of the century. Back then we associated health care with hospital care. 
Very few medical procedures took place outside of the hospital. Almost all surgeries were 
perfoimed in hospitals and required hospital admissions. Physicians were the undisputed 
authorities on virtually all aspects of patient care. Most doctors had long-term associations with 
their patients and had a clear idea of their medical histories. Prescription drugs and prevention 
did not allow clinicians to manage their patients chronic or acute illnesses as effectively as they 
can today. 

Things have certainly changed in medical care — in VA and elsewhere. To add to the challenges 
of transforming to changes in medicine, VA must also respond to the changing needs of its 
veteran patients. The median age of the veteran population is now 57 years old. The largest 
conflict era group is now comprised of me and my peers from the Vietnam Era followed by the 
World War 11 cohort of veterans. Most veterans do not need the acute rehabilitation for war 
injuries some relied upon when service members first returned home — now those veterans need 
good continuing care and rehabilitation to ensure that these conditions do not deteriorate or 
contribute to other problems with veterans’ health. I am certainly not advocating that VA 
abandon the services upon which it built its reputation — its spinal cord injury centers, blind 
rehabilitation centers, post-traumatic stress treatment and mental health programs, and care for 
amputees. On the contrary, I believe these programs form the heart of the system and should 
continue to evolve to meet the needs of the veterans they serve. 1 believe VA should use these 
programs to reach out to the rest of the health care community and promote itself to those 
unfamiliar with the level of excellence in services it can provide. Without them VA will become 
indistinguishable fiom other health care providers. I have been disturbed by recent reports that 
indicate that these programs have received less attention from VA managers as the system has 
restructured. Frankly, 1 believe that if VA’s managers allow the special programs to wither on 
the vine, America will tightly begin to question the need for a unique hospital system for 
veterans. 

Veterans who are frail and elderly or who have chronic disabling conditions need reliable 
sources of long-term care. They should have care providers who “manage” their conditions in 
the best sense of the word — not by restricting their choices, but by monitoring their health and 
intervening at the earliest opportunity if a problem arises. VA should be a leader in defining 
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America’s strategy for dealing with a graying society in a humane and cost-effective way. We 
must begin to respond to this impoitant challenge today. 

With care more accessible elsewhere, many veterans will no longer accept the long drives to 
hospitals for routine care. They need and expect care to be more accessible to them. Older 
veterans need more accessible care because of transportation problems — younger veterans need 
more convenient care options so they do not have to decide between working and seeking 
necessary health care. VA is wisely developing the process of putting more of its care out in the 
community in outpatient centers. This is working well for veterans and allowing VA to develop 
its patient base to meet its lower per-patient cost goal. 

Because VA has evolved to a decentralized management system, VA must increasingly rely on a 
sound information infiastmcture to tell us about the patients it treats, the quality of health care 
services it provides, the resources it uses and the types of care veterans seek. This information 
allows Congress and VA’s Headquarters to create policy that is responsive to veterans’ needs. 
Assuring quality health care is essential to justify an adequate appropriation. If Congress had 
better information about the cost of health care services for veterans, it is possible we would be 
more effective in attaining adequate funding for VA and ensuring that the fimds Congress seeks 
to authorize VA to collect are sufficient to cover VA’s costs. This has been a major problem in 
attaining authority for VA Medicare Subvention. Congress is now considering a bill that may 
seriously affect where and for whom the VA spends money — if the bill is enacted, VA is going 
to have find even more money to offret the potential new spending the Congressional Budget 
Office projects will occur. I cannot help but feel if VA had had its operational information 
infrastructure intact we could have had far more leverage in negotiating with the Ways and 
Means Committee and the Health Care Financing Administration. It may have also relieved my 
concern that VA would not bankrupt itself trying to honor contractual managed care obligations 
to veterans who would enter the system as Medicare beneficiaries. Management information 
systems will undoubtedly play an even larger role in “real world” decision-making and helping 
VA managers and other st^eholders choose the best course for VA in the future. 

I am deeply concerned about the future of funding for the VA health care system. We’ll hear the 
same theme from many of our witnesses today — American Legion says that “VHA’s reliance on 
medical Care Cost Fund recoveries leaves the system in a precarious position”. Ms. Quandt’s 
testimony will allude to the risks of retaining insurance from higher-income veterans and deem 
VA-Medicare Subvention a “specious effort”. PVA has gone so far as to ask with regard to the 
recent budget resolution, “Why does the House of Representatives hate veterans?” I believe 
these views are increasingly representative of the cynicism that now abounds in the veterans’ 
community because of Congress’s failure to appropriate an adequate budget for VA health care. 
And there is just cause for such cynicism. 

Time since a conflict period widi massive casualties and dwindling numbers of veterans in the 
Congress have made it easier to turn our backs on the veterans that risked their lives for the 
freedoms we now take for granted. Veterans are now viewing efforts to obtain funding from non- 
ai^ropriated sources as a diversionary tactic. They see that far from bolstering VA, these devices 
are being used to let us off the hook for finding the dollars to fund the system adequately with 
appropriated dollars. I supported legislation to retain medical care recoveries and I have 
supported Medicare Subvention but I now believe VA may be paying dearly for our support of 
such schemes. The Ranking Member of the Ways and Means Committee, Charles Rangel, 
acknowledged his reason for reporting Mr. Thomas and Mr. Stump’s Medicare Subvention 
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proposal fovorably out of Committee. He said, “...so I will reluctantly support this measure 
today, but I think it’s sad that we have to play musical chairs to find the funding for the 
VA medical care system instead of just appropriating the funds the system needs” (confirm 
or delete). The Congressional Budget Office estimates the Thomas plan that is now on the table 
may cost VA $450 million in direct ftmding. Over the same period of time, the Republican 
Budget Resolution will requite a $10 billion reduction in VA’s mandatory spending. Where VA 
will find cuts of this magnitude that do not significantly affect benefits is anyone’s guess. 1 
believe we need to do what we can to stem the damage. Staking an extra half-billion on a 
Medicare revenue stream that is so uncertain is more than I care to gamble for the opportunity to 
give the Health Care Financing Administration discounts for Medicare beneficiaries — even if 
they are veterans. 

While I believe it was a laudable effort, I now believe we may be headed in the wrong direction 
embracing VA’s 30-20-10 plan. Recruiting new veteran enrollees when we carmot meet many of 
our current patients’ needs for mental health, long-term care, other types of chronic care, or 
emergency care may be wrongheaded. Even with the added benefit of new community 
outpatient centers, current users may not be receiving the care they need. There is already some 
evidence that our most vulnerable populations may have been affected as VA scrapes to find 
efficiencies in its already lean system. Psychiatric beds have been decimated and there are few 
outcome measures in place to assure us that their needs are being cared for in alternative settings. 
The Prosthetics and Special EHsabilities Task Force has identified significant problems in 
maintaining the infrastructure of some of the special programs VA operates — including those to 
which the ingress gave special legislative protection. Facilities are beginning to limit the long- 
term care they will provide or sponsor for their veteran patients. These are indicators that the 
system may be sacrificing its most difficult and expensive care for the sake of the “greater 
good”. Unfortunately, too often in making health care choices, policymakers and managers feel 
they must exchange breadth for depth and our most vulnerable citizens are the first to feel the 
effect of the squeeze. If this indeed is the case in VA, I am seriously concerned about the 
system's future. 

I think as policymakers, we must begin to seriously question the 30-20-10 plan and its effect on 
current users. We must begin to ask hard questions about maintaining infiastructure — maybe we 
can do without some hospitals if long-term care facilities and community outpatient centers will 
better respond to veterans’ needs. We must look at what makes VA special and different fi-om 
other health care providers and work on enhancing and promoting these services. VA must 
maximize our opportunities for partnering to ensure that veterans VA enrolls receive a full 
continuum of care that is high quality and cost-effective. We must not turn our backs on our 
most vulnerable veterans. VA must ensure that it has the tools to provide this level of care to its 
users — it needs to exploit the technologies that are available from telemedicine to make care 
more accessible; it needs to use reliable and valid information systems to drive their decisions 
regarding health care. We need our research programs to look at new models for delivering care 
to meet veterans’ special needs. Once costs are Imown, VA may decide it has some services it 
must maintain for the sake of its current users that it could sell to other health care providers. I 
believe that there is a role for VA in the future but it is not a role as another faceless managed 
care provider — VA is different. It is only in capitalizing on these differences that VA can show 
its strengths and find a niche in the future of American health care. 

Thank you, Mr. Chairman. This concludes my statement. 
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statement by Rep. Luis V. Gutierrez 
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Subcommittee on Health 
June 17, 1998 


Thank you Chairman. 

Discussing the future of the veterans health care system is vitally 
important at this crucial juncture in the VA's history. 

Refashioning the VA to ensure that veterans receive the best treatment 
and medical attention available is a greater challenge today, in this era of 
fiscal constraint, than at any time since the veterans health system began. 

Unfortunately, this morning I was unable to bring my crystal ball. 

Hypothetically though, if I had brought my crystal ball to this hearing, I 
would hope to gaze into the future and observe a veterans health care 
system providing better quality medical services to all veterans who 
require it. 

And better medical care for veterans is a goal we all share. 

Fortunately for us today, we have been joined by veterans, medical 
practioners, health care experts and other VA stakeholders who have 
brought their collective wisdom and views on the future of the VA to this 
chamber. 

Today, we can start the process of planning that is so important to the 
long-term health of the VA system. 

We must all be aware of a number of facts as we begin this process. 

In politics, a key rule of success is knowing your constituency. 

For the VA to succeed this rule holds true as well. 

Demographically, the veterans population is aging with that of the nation. 

But while overall population in America continues to rise, the percentage 
of veterans in our nation declines. 
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The VA's constituency of the future may be reduced in number but 
greater in need. 

The greying of the veterans community will require the VA to adapt its 
care and research toward the needs of older Americans while ensuring 
that younger veterans continue to receive adequate services. 

Long-term care may become a greater priority for veterans in their later 
years of life. And preventive medicine that can help deter the most 
prevalent medical ailments, such as heart disease and cancer, will 
similarly be of an enhanced necessity for our veterans community. 

As the VA continues to transform itself from a hospital-based system to 
a more flexible and accessible care provider, we who are charged with 
maintaining our nation's obligation to our veterans must remain in touch 
with this constituency. 

There is one last point I would like to make before I conclude. 

The veterans of America are solely responsible for a world in which we 
have fewer veterans. 

The peace we enjoy today is their peace. Our veterans' sacrifices and 
courage have reduced the threats to our nation. 

If there are less veterans of war in the future it is because of the victories 
won by the veterans of today. 


Thank you Mr. Chairman. 
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Representative Helen Chenoweth 

Statement to the Veterans’ Affairs Health Subcommittee 

June 17, 1998 

Thank you, Mr. Chairman, for holding this hearing today. I look 
forward to hearing from today’s witnesses on how we might work to 
improve the quality of health care for our nation’s veterans. 

The VA has been a valuable tool for providing health care to the 
heroes of our nation, the men and women who served in her defense. I 
am hopeful that today’s hearing will help give those of us on the 
Veterans Committee some insight as to how we might be able to help the 
VA to provide better care for our veterans. 

As our veterans population ages, the issue of health care grows 
more and more important. It is important that we in Congress as well as 
the Department of Veterans Affairs continue to explore all available 
options regarding new methods of providing health care. 

At the same time, we must continue the efforts that we have made 
to maintain high standards for care. Our veterans deserve the best that 
we have to offer, as they offered the best years of their lives for our 
country. Let us keep that in mind as we listen to the testimony today. 

I would like to thank Dr. Kizer for his appearance and testimony 
today, and 1 would also like to welcome Mr. Robertson of The American 
Legion and Mr. Warfield of the Vietnam Veterans of America. Your 
organizations provide invaluable service to our nation’s veterans, and I 
am anxious to hear your insights on the future of health care in the VA. 

Again, thank you Mr. Chairman, and I look forward to the 
testimony today. 
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THE Gl BILL OF HEALTH 

JUNE 17. 1998 


Mr. Chairman and Members of the Subcommittee: 

The American Legion appreciates the opportunity to share its vision for the 
future of the Department of Veterans Affairs (VA) - Veterans Health Administration 
(VHA). For several years, The American Legion has offered the Gl Bill of Health as a 
blueprint to prepare VA health care for the twenty-first century. 

Mr. Chairman, the VA health care system is important to veterans, their families 
and to the nation. Several generations of veterans continue to receive quality medical 
care through VHA facilities. To many of these veterans, especially those with severe 
service-connected disabilities, VA serves as their life-support system. 

Families greatly appreciate the quality of treatment and services offered by VA 
to meet the demanding health care needs of their loved ones, especially those veterans 
with debilitating conditions that require inpatient care and/or extensive rehabilitation. 

Today about three million veterans rely on the system to meet their health care 
needs. The American Legion sincerely believes that millions more would like to have 
access, but limited resources still preclude unimpeded access. For some veterans, the 
medical care is directly related to disabilities incurred or aggravated as a result of 
active military service, but for many more veterans, VA serves as a health care safety 
net provided by a grateful nation. Most veterans and the vast majority of Americans 
perceive VA as a health care system for those who served in the armed forces, both in 
peace as well as in war. 

Mr. Chairman, thanks to the work of this committee and VA’s progressive 
leadership, many positive changes have occurred within VHA in recent years. 
Congress has facilitated certain improvements by enacting major legislation to improve 
efficiency within the VA health care system. A new culture exists within VA that 
provides both opportunity and heightened anxiety among veterans. Many of the 
changes occun'ing today within VHA are both difficult and necessary. What is 
uncertain, however, is ■ What will be the constant characteristics of the VA health care 
system in the twenty-first century" ? The American Legion believes it is important to 
have a clear vision of VHA beyond the current strategic planning period of Fiscal Years 
(FY) 1998-2002. 

For most of its existence, the VA medical care system has been entirely 
dependent upon the United States Congress for its funding through the appropriations 
process. Today, VA has the authority to retain third-party reimbursements. With the 
Balanced Budget Act of 1997 freezing VA health care appropriations at $17 billion for 
the period FY 1998-2002, there is an increased incentive to develop new non- 
appropriated funding sources. In addition to absorbing annual medical care inflation, 
the Balanced Budget Act requires VHA to effect clinical savings of two to three percent 
per year to compensate for a flat-line budget. 
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The resuHs of placing VHA on a strict budgetary regimen are rapidly becoming 
apparent VHA's flat-line budget provides more consolidation than growth. The 22 
Veterans Integrated Service Networks (VISNsJ seek every opportunity to save 
resources, collect third-party reimbursements and develop new revenues. A resource 
distribution methodology, although imperfect, is changing how medical centers are 
furvted. The paradigm today is that reducing costs will make the system work much 
better, while ^Ing to serve more veterans. Unfortunately, many theoretical patient 
care models are being promoted to reduce costs. In many cases, VA has no reliable 
long-term treatment outcome data to support a drastic reduction of inpatient care. 

Through discussions with many VA administrators, clinicians and support staff, 
the consensus view is that budgetary factors have forced too much change too soon. A 
review of VISN business plans suggests that bed closures and the emphasis on 
outpatient primary care are part of an overall plan to reduce expenditures. Certain 
VISNs have not adequately reinvested a reasonable portion of savings accrued from 
downsizing inpatient programs because inflation arkt other cost increases have 
absorbed the savings. Inpatient mental health programs have been critically reduced , 
and proven PTSD and substance abuse treatment methods have been realigned to 
increase efficiencies, not simply to enhance or improve treatment. 

VHA's reliance on Medical Care Cost Fund (MCCF) recoveries leaves the 
system in a precarious position. If the MCCF recovery projections are inaccurate, VHA 
will be in a irrare difficult position and forced to seek supplemental appropriations. The 
30-20-10 plan promoted by VHA requires a recovery $1.7 billion in reimbursements 
by FY 2002 to meet the norvappropriated funding projection. Even at that level, 
whether that arrKMjnt will compen^e for a five-year flat-line budget is doubtful. 

The American Legion supports VA's efforts in cost containment and cost 
reduction wHhin VHA and for other federal health care programs through sharing and 
other arrangements, as long as the quality of care and accessibility to care are not 
compromised. However, VHA must adjust its programs and services to meet the needs 
of increased elderly patients who will need care in the next 20 years. The American 
Legion believes VHA must continue to lead in other specialized fields such as spinal 
cord injury, blind rehabilitation, serious mentally ill veterans, substance abuse services, 
PTSD, women veterans health programs, homeless veterans treatment and assistance 
programs, and other specialized treatment services. 

One of the primary concerns of The American Legion is that VHA is placing itself 
in a budgetary dilemma through its strict adherence to the mandates of the Office of 
Management and Budget (0MB). At the beginning of its * Journey for Change," VA 
was tasked by 0MB to accomplish its 5-year objectives within the boundary of a no 
growth budget. A greater period of tirrte is needed to determine the legitimacy of VHA's 
30-20-10 plwi. VHA's * Journey for Change* is a skillful plan, but it may also be overly 
optimistic. 

Mr. Chairman, in early 1995, a VA physician wrote an article that appeared in US 
Medicine News entitled: VISN: Prelude to Dismantling VA Care . In the article, the 
author speculated about (at that time) the proposed Veterans Integrated Service 
Networks. He wrote: ‘ If VHA continues to follow the structure and the philosophy that 
govern Health Maintenance Organizations - incentives of downsizing, urrderutilizing, 
competing, rationing and cost savings - it will have cemented all the basic ingredients 
needed to dismantle the VA health care system * 

Mr. Chairman, it is possible that VHA is on a path to being seriously downsized 
or dismantled. With each passing month, all 22 VISNs are under inaeasing budgetary 
pressures. VA has closed approximately 25,000 hospital beds within the past three 
years. Certain medical centers have contracted out, in whole or in part, irrpatient 
operations, and others are in the process of reviewing whether to follow course. 
Several VA nursing homes have closed. All 22 VISNs are responding in different 
means to VHA's budgetary realities 
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The American Legion must ask to what degree, if any, as a result of downsizing, 
has VMA’s capacity to provide back-up medical emergency services to the Department 
of Defense and to the National Disaster Medical System been compromised? 

Mr. Chairman, many of the changes occurring within VHA over the past few 
years are the result of a need to transform a system that was essentially unchanged 
sirK» its inception. The American Legion commends Dr. Ken Kizer for his vision and 
his determination to reform VHA. Nevertheless, we must ask, what is Congress' long- 
term vision of VHA? What kind of system does Congress think will work best for VA 
and for veterans in the twenty-first century? 

Numerous congressional hearings have focused on how to transform VHA to 
reflect the best practices of private medicine and also to retain its unique 
characteristics. In 1991, The American Legion analyzed the major problems within 
VHA and devised a plan to transform and improve the VA health care system. The 
result of this exercise is the Gl Bill of Health. Many of the recommendations proposed 
in the Gl Bill of Health are shared by other members of the veterans community. 

THE Gl BILL OF HEALTH: 

A VISION FOR EXCELLENCE IN VETERANS HEALTH CARE 

Mr. Chairman, the FIRST GOAL of the Gl Bill of Health is to open VA to alj 
veterans, service-connected and nonservice-connected. Public Law 104-262 was a 
valiant attempt towards that goal, but the term ' within existing appropriations’ forced 
VA to further prioritize veterans into 7 subcategories. Obviously, not every veteran will 
get into the system since the annual discretionary appropriation for VA medical care is 
funded to provide care for only a portion of the eligible veteran population. 

The American Legion believes it is possible for all veterans to have equal 
access to VHA by following a simple principle: If a veteran qualifies for care, under title 
38, United States Code, access to VHA is at no cost to the veteran. Otherwise, the 
veteran is responsible for reimbursing VA for the medical care received, either directly 
or through third-party health insurance. Using this formula, VA medical care funding 
would come from two sources: the United Stales Treasury and from the private health 
insurance sector. 

Using this same philosophy, the Gl Bill of Health sees an opportunity to expand 
access to VA health care to ^ deperxlents of veterans. We all know that the most 
important part of a veteran's life is the family. Most health cars decisions are made by 
the family, not just the head of the household. Family members also experience the 
sacrifices and hardships associated with military service. Family members must also 
help heal the physical and mental scars of war. They must maintain the home and 
family unit during the nation's call to arms. Adding family members to the VA health 
care system will strengthen the system and enhances the patient mix to rrveet the health 
care needs of all veterans. The Gl Bill of Health is one step closer to achieving 
President Lincoln's goal: ' To care for him who shall have borne the battle, and for his 
widow, and his orphan.’ 

The SECOND GOAL of the Gl Bill of Health is to allow VA to collect and retain 
all third-party reimbursement, co-payments, deductibles and premiums. These 
revenue sources would go into a secure, interest-bearing trust fund to pay for health 
care services and treatment. Using a c^itated formula. VA would receive payments 
from the United States Treasury for those veterans eligible for federal health care 
coverage. VA would offer various health care benefit packages on a premium basis. 
VA would establish a billing system based on actual costs of services, rather than the 
average cost of care. 

The Gl Bill of Health calls for subvention from federal health insurance 
programs. This budgetary approach is logical. A veteran could be eligible for multiple 
federal health care coverages. By identifying with one (in this case VA) would help 
minimize duplication of limited federal resources. For an example, a 50 percent 
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service-connected veteran could be eligible for VA health care and coverage from other 
federal health care programs. Should that veteran choose one of these health care 
systems as his primary health care provider, the United States Treasury would 
calculate furxjing only one system for that veteran. This approach provides greater 
opportunity for coordination and cooperation among all federal health care systems. 

Congress wisely deaded to allow VA to retain third-party reimbursements, but 
reduced the annual discretioruiry appropriations by an arbitrary ' collection goal,' 
which may or may not be realistic. The discretionary appropriations are designed to 
fund health care for ' priority' veterans. Third-party reimbursemetrts come from 
treatment of nonservice-connected treatments. This is counter-productive. Third-party 
reimbursements should be used to supplement the annual discretionary appropriations 
rather than be calculated as an offset. 

The Gl Bill of Health calls for an annual open enrollment system. When a 
veteran enrolls choosing VA as the primary care provider, the veteran would Identify his 
or her funding source. The veteran would identify a federal health care program, a 
private insurance company, employer or others providing the coverage. VA would also 
develop optional health benefit packages that the veteran could purchase directly from 
VA on a premium basis. Since VA Is a non-profit federal agency, the absence of e 
profit margin should result in lower premium rates. 

The THIRD GOAL of the Gl Bill of Health is to increase the access points of VA 
medical care. Public Law 104-262 granted VA this authority and The American Legion 
strongly supported that provision. The Amencan Legion envisions VA as the world's 
largest integrated health care network. VA's network would include federal and pnvate 
sector health care providers. Through shanng agreements with other federal health 
care programs, veterans and their families would have expanded access to care. The 
Gl Bill of Health does not require VA to be the primary provider of care but, rather, 
envisions a greater partnership with the pnvate health sector. The Gl Bill of Health 
would provide greater leverage in negotiating contracts with private health care 
providers 

This coordinated care approach would adequately address the current rural 
health care problem. VA would be capable of moving access to health care physically 
closer to veterans' residences, without the burden of ' bricks and mortar.' This could 
very well help strengthen rural hospitals and health care clinics. 

The FOURTH GOAL Of the Gl Bill of Health is to strengthen, improve and 
preserve all of VA’s specialized services by offering them to veterans who currently 
may not be capable of accessirtg these programs. The American Legion believes that 
long-term care and mental health services are not being adequately addressed by VA. 
Under the Gl Bill of Health, these issues can be meet head on. The Gl Bill of Health 
offers an opportunity to meet veterans' needs in these disciplines and generate new 
revenue sources. All of us are aware of the problems faced by families obligated to 
care for those suffering from aging related conditions. There has to be a better way to 
assure that the true defenders of democracy have appropriate health care choices in 
their retirement years. 

Mr. Chairman, it is time for comprehensive legislation to develop a long-term 
strategic plan for the VA health care system. Veterans want a health care system that 
meets the needs of older and younger veterans, while preserving VA health care for the 
America of the twenty-first century. The plan must d^elop a rinancially viable means 
to meet the health care needs of the entire veterans community rather than the 10 
percent that it currently serves. All government health care systems are In jeopardy 
aird face economic problems that require creative and visionary solutions. The 
American Legion sees no logical reason why VA and DoD cannot achieve the 
corresponding goal of caring for the health care needs of the military retirees and their 
families. 
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The Gl Bill of Health Is designed to provide a workable, fiscally responsible 
solution for VA. The fundamental prlrraple is that the government pays for the health 
care of those veterans and dependents entitled to federal funded health care coverage 
ar>d everyone else pays for the health care coverage they desire. 

For years, The American Legion has held that the VA health care system can 
only be Improved through coordinated program changes In the way medical care is 
delivered, to whom it Is delivered and how it Is financed. The Gl Bill of Health will 
enable VA to tap Into public, private and corporate revenue streams that strengthen. 
Improve and preserve a quality national health care network available to all veterans 
and their families. Economies of scale would allow VA to do so with lower costs. 
These savings will be passed on to taxpayers. 

The Gl Bill of Health permits all service-connected veterans to receive the 
quality of care they currently receive. There will be no reduction in benefits to any 
veteran being treated by VA. In fact, many service-connected veterans will receive 
greater benefits than they currently receive. The Gl Bill of Health assures the long- 
term availability of the benefits by encouraging full utilization of medical services and 
facilities. The Gl Bill of Health would be able to provide comparable quality of care, 
timeliness of service, accessibility to care and a reduced cost for both the federal 
government and nonservice-connected veterans who purchase their health care 
directly from VA on a premium basis. 

Once empowered by the Gl Bill of Health, VA would operate like the private 
sector, but health care decisions would be driven by medical rather than budgetary 
needs. Toda/s reality Is that most veterans are still restricted in their use of VA. 
UrKler the terms of the Gl Bill of Health, every veteran would have the option of 
choosing VHA to meet their family's medical needs. 

Obviously, the Gl Bill of Health could not be fully implemented overnight. The 
American Legion recommends phasing in the Gl Bill of Health by pilot testing the 
program in a number of VISNs before the concepts are implemented system wide. 
Representative Gerald Solomon (NY) introduced H.R. 335 creating a Commission on 
the Future of America’s Veterans to develop and Implement changes In the current 
system based on proposals, such as recommended by the Gl Bill of Health. No actions 
can be implemented by the Commission without the final approval of Congress. In 
effect, the Gl Bill of Health asks Congress to let VA help itself through visionary 
leadership. 

The final question: If we build such a network, will veterans choose VA? The 
American Legion believes the answer is a resounding YES ! 

A study presented by several physicians at the VA medical canter in San 
Francisco, CA, to the Society of General Intomal Medicirw in May 1996, compared 
reported preventive health care services received by male veterans and their spouses 
and measured whether spouses would choose to receive their medical care through 
VA. 


The study surveyed 230 randomly selected married male veterans and mailed 
self-administered questionnaires to be completed by them and their spouses. 170 
(74%) of eligible subjects completed the questionnaire. The mean age of the veterans 
and spouses was 74 and 67 years, respectively. Veterans reported significantly higher 
rates of receipt of recommended preventive services than their spouses in all five areas 
assessed, including blood pressure measurement: influenza, pneumococcal, and 
tetanus vaccination; and serum cholesterol measurement. Veterans were significantly 
more satisfied with their current health care than their spouses. Finally, 83% erf 
spouses reported that they would choose to receive their medical care at VA if allowed 
to do so. These findings suggest that spouses of male veterans represent a sizable 
group that could be incorporated into the VA system, especially given their strong 
desire to do so. 
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The authors of the study concluded, * Our data suggests that wives of male 
veterans may represent a population with somewhat less access to care and lower 
rates of screening than their veteran husbands. Given the VA system’s need to 
integrate itself mors fully into the American health care system, these spouses may 
represent a sizable group that could be incorporated into this system, especially given 
the population’s strong willingness to do so. As the largest health care provider in the 
United States adapts to the rapidly changing health care environment, further studies 
are needed to better define the optimal role of the VA in providing care to veterans and 
their dependents.* 

Mr. Chairman, this study supports the recommendation of the Gl Bill of Health to 
CTeate a premium-based VA health plan for certain eligible veterans and their qualified 
dependents. The American Legion believes it is too important to the future of the VHA 
not to conduct a pilot demonstration of the Gl Bill of Health. 

The cument VA health care system is inaccessible to over twenty million 
veterans, who equally served this nation, but by the grace of God were not injured or 
wounded. The assertion that * some gave all and all gave some’ is justification 
enough to create a national veterans health care network. 

Mr. Chaimian, that concludes this statement. 
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Mr Chairman and members of the Subcommittee, I am Robert Carboimeau, Executive 
Director of AMVETS. I am pleased to be here today as Chairman of the fiscal year (FY) 

1 999 Independent Budget (IB) Policy Council representing the authors of the 
Independent Budget: AMVETS, Disabled American Veterans, Paralyzed Veterans of 
American and Veterans of Foreign Wars. For the past 1 2 years, our organizations have 
published yearly in-depth analysis of the budget needs of veterans programs, benefits and 
services Through this collaboration, we also present updates and policy 
recommendations on a wide range of issues affecting the present and future course of 
veterans programs 

The subject of this hearing is the “Future of the Department of Veterans Affairs’ (VA) 
Health Care System ’’ This is an issue of intense interest for our organizations Hundreds 
of pages have been dedicated in previous Independent Budgets attempting to foresee the 
future of VA health care. Along with our proposing and prognosticating, the federal 
government and VA, itself have spent tens of millions of dollars on studies and 
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commissions. The product of this process, designing a blueprint for the future, has 
suffered from a lack of implementation, or worse, only partial implementation, or been 
eclipsed by rapidly changing political or budgetary forces. In fact, it is the politics 
surrounding the operation of the VA health care system, coming from either the 
Administration, the Congress, or the VA itself that steers the course of where VA Is from 
one year to the next. From this standpoint, strategic planning is regularly overtaken by 
tactical events. 

For instance, the Independent Budget, in practically every year of publication, has 
endorsed the concept of giving VA the authority to collect and retain third party 
reimbursement from veterans’ insurance companies to cover the cost of care for non- 
service connected disabilities. Allowing VA to keep third party reimbursement was 
finally approved two years ago. But the original proposal, designed to give VA a much- 
needed “alternative funding mechanism” was short-circuited. The Office of Management 
and Budget, along with congressional budget and appropriations policy makers saw the 
proposal as a way. not to enhance VA funding as we had intended, but to offset needed 
routine increases in the federal appropriation to support VA health care. Even worse, 
with the VA health care appropriation frozen under the terms of last-year’s balance 
budget agreement. VA is also failing to meet its overly optimistic third-party collection 
totals, falling ever shorter of needed funding This is a classic example of what started 
out as a grand idea having been twisted and only partially implemented as intended In 
the end, the third-party reimbursement concept acts not so much with the best interest of 
the veteran patient in mind, as to meet some otherwise overreaching political or 
budgetary goal completely irrelevant to the needs of veterans 

In the same vein, the Independent Budget, for years, had called on the Congress to reform 
and standardize VA health care eligibility The old “balkanized” eligibility rules 
designating which veteran got what care, and when, and why, were both inefficient and 
embarrassing in light of the reforms sweeping the rest of the nation’s health 
infrastructure Eligibility reform, came our way too. but again, only partly as originally 
intended There was a price to pay here as well The political incentive was clear: to 
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limit the number of people who could receive VA health care by promising full services 
to those who could get into the VA. Then, as a trade off. drawing a line in the sand 
showing who could not. Again, the appropriation was capped, third party reimbursement 
falling short, and the newest wrinkle arose, “etuollment ” Enrollment was never part of 
our recommendations for eligibility reform But it came as the political trade-off to 
enforce the policy that only so many veterans could get into a VA hospital as there were 
dollars to provide that care. 

In these instances, what started out as a grand plan for reform, was greatly influenced by 
changing political winds and budget trends They have not ended up exactly where we 
thought they would. The lesson learned from these two policy changes alone is that both 
the veterans service organizations and the Congress should be very careful in promoting 
any new grand schemes for change within the system. At a minimum, we need to see 
where the changes we have already made bring us over the next few years before we lake 
additional steps to reform. 

Seeing the future of the VA health care system is nearly impossible We don’t even 
know what the present has in store on many different fronts. Dr Kizer's plan for a 
decentralized VA with 22 Veterans Integrated Service Networks (VlSNs) is still in its 
growing stages. Instead of one VA health care system, VA, with the individual authority 
given VISN dirertors. is on the road to devising 22 different systems. Dr Kizer has said 
that without additional funding sources, the VA soon would “hit the wall " As that 
happens, or if it begins to happen, different VlSNs could respond differently to shrinking 
resources with different impact of the quality or quantity of health care provided in their 
service areas. These reactions could bring on great variation in where and how and to 
whom VA health care is provided 

The biggest question mark facing the short term is the unknown impact of enrollment. 
Scheduled for completion in just three months (October 1. 1998) the enrollment process 
places an entirely new dynamic in the provision of veterans health care Facing the 
continuing budget crunch, no one is really quite certain how many veterans will be 
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enrolled and how far down the enrollment hierarchy ladder individual medical facilities 
will be able to go before veterans are literally turned away from the system Likewise 
facing the crunch, no one is sure what reaction this will bring from the veterans 
community and what potential action this will bring on the part of the VA 

Capped budgets and limited enrollment certainly bring enormous pressures to find 
solutions The Congress unfortunately has spoken. While billions of dollars are being 
made available for other federal programs, the Congress has greatly restricted additional 
appropriated dollars to support the VA health care system Third-party reimbursement 
has reached its limits. Medicare reimbursement, if enacted in its present forms would not 
bring substantial additional resources into the system, at least for the time being In 
response. VA managers have been told to seek efficiencies wherever they can, through 
contracting, downsizing, and shifting services from expensive inpatient specialty services 
to more cost-effective outpatient and primary care venues. The Independent Budget has 
long-supported this drive to efficiencies. However, we never envisioned such shifting of 
services being done in such a severe budget climate, and certainly could not envision 
what impact this would actually have on the VA’s traditional mission in caring for the 
specialized needs of the veteran population. This process is producing disturbing trends 
showing degradation of VA inpatient mission in its specialized services such as spinal 
cord injury and long term care to name just two 

Likewise, in response. VA managers have been given the authority to go and seek their 
own sources of income, parlaying existing resources and assets through contracts or 
sharing agreements to acquire additional sources of income Certainly, the Independent 
Budget has supported innovation through contracting, where necessary, and sharing 
agreements that can be proved beneficial to both sharing partners, whether the partner is 
in the private sector, such as an affiliated medical school, or a federal partnership such as 
the Department of Defense Linkages with private and public sector entities enhance 
quality of care in VA by tapping a broader pool of physician and staff expertise, 
optimizing the use of medical resources and fostering communication among entities 
with similar missions But we have supported sharing with the strong proviso that in all 
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instances the care of the veteran patient always comes first. Sharing agreements, 
particularly involving VA care for non-veterans must in no way displace veterans seeking 
care The sharing agreement must also he of clear financial benefit to the VA health care 
system 

We are concerned that fiscal priorities are driving managers to enter into sharing 
agreements solely for the dollars generated and not the benefit to the veteran patient can 
be dangerous Such a situation, without adequate means of monitoring and 
accountability could very well lead to abuse, whereby the VA admits and treats the 
'reimbursable” non- veteran at the expense of the veteran whose cost of care is covered by 
an ever-shrinking capitated dollar. In many instance, particularly with regard to the 
specialized services. VA does not have the data or monitoring ability to identify what 
capacity they have now to treat veteran patients - let alone, what excess capacity they 
might have to share 

The main point of this statement, Mr Chairman, is that innovation is not wrong But 
innovation for the wrong reasons, simply to shore up flagging budgets or replace the 
federal government’s responsibility to provide health care for veterans can be dangerous 
From the track record we have seen in recent years, good ideas and good intentions in 
designing innovation in VA health care funding and services have not always turned out 
the way they were originally intended. The best-laid plans designed to solve one 
problem, without careful intentions and persistent monitoring, can easily turn out to 
create two or three more unintended problems. 

There are still 26 million veterans in the United States today Despite what some say that 
the needs of the population are declining as veterans’ numbers dwindle, the majority of 
that population is just now reaching their lifetime highpoint need of health care 
utilization Over the years, even with all its faults, the VA health care system was 
designed to meet the specialized needs of this patient population. It was not designed to 
be all things for all veterans and all things for all non-veterans at the same time. The 
system is in a serious period of transition. It is impossible at this point to judge what the 
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future holds when we aren’t even certain of the impact of changes in policy that will 
happen tomorrow or three months from now. The solution, based on past history, is to be 
as judicious in the changes we allow to happen which could steer VA away from its 
primary mission, and to be as vigilant as possible to see that the system stays on course 
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InlrodnctioD 

Chairman Stearns, Ranking Member Gutierrez, and members of the subcommittee, Vietnam 
Veterans of America (WA) is pleased to have an opportunity to present testimony regarding our 
vision for the future of VA health cate. It is appropriate and timely for the Subcommittee to hold this 
oversight heating. This subcommittee has historically made great contributions to the improvement 
in the overall delivery and accessibility of health care for veterans. Your ongoing work to preserve 
this vital service is particularly important during this period time of frozen discretionary budget 
resources for VA. 

The evohitioa of the VA heaMi care system is oat of the most pressing issues facing American 
veleratu today. This is a critical time for the system designed to serve our nation’s service connected 
disabled and lower income veterans because of the myriad of very dramatic and even revolutionary 
reforms underway corxrurrently. 


VA Reforms Underway 


Klioibilitv Reform 

One of the most progressive forces for change in the right direction was the efforts made by 
this Subcommittee and its leadership in passage of the Veterans Health Care Eligibility Reform Act 
of 1996. This legislation, long supported by the veterans community, allowed VA to modernize H’s 
medical practices by e liminating the arcaiK statutory barriers to outpatient care. By increasing 
efficieiicy with the shifl in em phasis away from expensive inpatient modalities of care, it is hoped that 
VA will be able to serve more veterans. 

In addition, the eligibility reform l^ialatioa contained an eorollment element designed to assist 
VA’s new capitated budgeting processes by estimating annual workload. While there has been 
considerable confusion among veterans in the field about what enrollment means (as evidenced by 
Internet veterans forum communications), the enrollment system by and large seems to be 
implemented systematically and logically. 

VT.SNs 


The restructuring of VA health care from one of highly centralized command and control to 
a more streamlined, decentralized model has been accomplished in record time. We now have 22 
separate and autonomous Veterans Integrated Service Networks (VISNs) in operation. While these 
changes create some advantages and efficiencies for medical care delivery, they are a double-edged 
sword in terms of creating quality management tools and accountability. We will address more 
specific concerns with the networks later in the testimony. 

VERA 
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Another innovation, put in |dace with the close cooperation of Dr. Kizer and this 
Suhcommittee, was the devdopnent of the Veterans Equitable Resource Allocation (VERA) system 
The VERA method provides for a formula allocation of scarce appropriated dollar resources based 
upon actual workload and capadly for each network and the fodlrties within the network. Asistrue 
for any change of this magnitude, there has been some need to adjust and make some of the 
allocations more flexible. 


Fanding Issues 

Part of the underlying premise of each of these reform nreasures is the principle that VA must 
attract more veterans to use health care fodlities as “paying customers" - bringiog their insurance 
and copayment dollars to the VA. Fewer than ten percent of those eligible now actually utilize VA 
health care services. Ideally, VA would be the provider of choice for veterans who do not fit the 
traditional mold of VA pauents; VA is attempting to attract higher income, non-service connected 
veterans. By design, then, the new reveraie brought in by these new patients would help VA be more 
self-sufficient and less dependertt upon the antnial federal appropriation. The new revdue will 
supplement this base fimding and improve care and services for all veterans. 

WA has concerns, however about VA's capacity and ability to efficiently collect third patty 
payments from private health-insurance providers. The VA*s goal of having as much as 10 percent 
of the a nra i a l medical budget collected through MCCF seems very ambitious. When VA’s retentioo 
of third-party collections was included in eligibihty reform, the veterans community was cautiously 
optimistic. We remain concerned that there will be efforts to substitute these collections for 
appropriated doUats, as proposed in the President’s budget, and we urge this Committee to be vigilam 
on this point. 

VA's budgetary priories are, in theory, reasonable. Setting a goal to lower overall medical 
costs by 30 percent, expa^ new patients 1^ 20 percem, and achieve an increase in non-appropriated 
fimding of ten percent looks great on paper. However, tracking and monitoring by the GAO and 
congressional committee staff, reveal some serious deficiencies in quality of care, and patient 
satis&ction measurements. This is especially true in some areas of the “spedal needs” or uniquely 
veteran treatment programs such as PTSD, serious mental illness, homeless and substance abuse 
programs. 

In general terms, we agree with the policy sea change that has shifted VA from being a 
hospital bed system to a managed health-care system, with emphasis on primary and outpatient 
treatments. However, we need to strongly otpress our concern that there must be a viable transition 
before most if not all inpatient services are eUminated that address special needs populations. The 
ultimate and historic responsibility of prtrviding heath-care for veterans who served America must rtot 
be substituted for the private- or state-run health insurance system, but shall remain a federal VA 
responsibility. 
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Medicare SabveatioB 

Another fimdiDg issue which is particularly timely is that of Medicare Subvention proposals. 
WA remains a strong advocate for the eruutmeat of realistic and effective legislation which will 
pcmA VA to accqit Medicar&digible veterans for treatment and to receive reimbursement payments. 
We are supportive of legislation which was approved last year by this Subcommittee (H.R. 1362), 
as well as legislation pending in the Senate. 

Knowing that the Committee has worked very hard with your counterparts on the Ways & 
Means Committee to pass legislation on this very subject, WA commends the members and staff of 
this Committee for your tenacity. While WA continues to have some concerns about the 
compromise provisioos that were adopted by the Ways & Means Committee, we agree that this is a 
very important issue which must be pursued. We are hopeful that a workable bill will be adopted by 
Congress yet in this session. 

Upon passage of Medicare Suhvention legislation, WA docs insist that protections be 
incorporated into the authorizing legislation to ensure that Congress does not subsequently reduce 
the veterans discretionary heahb-care budget with any collection offsets. This is certainly not the 
objective of Medicare Subvention legislation and the Veterans’ Affairs Committees and the entire 
veterans community will need to be vigilant in ensuring an ongoing commitmem to adequate VA 
baseline funding. 


Consumer Input & Accountability 

Consumer input and oversight must be available to VSOs and veterans in the local 
communities The experience of WA members across the country vrith the VISN Maruigement 
Assistance Councils (MACs) has been inconsistent and often less than satisfactory. The MACs are 
desigised to be a management tool, incorporating the advice atxl counsel of primary stakeholders into 
VISN and fidlity-level decision making. The broad VSO support for original VISN reorganization 
plan and as well for Dr. Kizer's policy guidelines set forth “Vision for Change” and “Journey of 
Change” was based in part on the expectation of real input into the process through the MACs. 
Unfortunately the actual MAC process has become fragmented and piecemeal. 

It is important that VA central office provide better policy guidance to each network manger 
on bow the MACs should be made to work better. We agree with Dr. Kizer that the Washington 
headquarters should not micro*manage the day to day operations of VISNs. However, it is tx>t a 
good management practice to delegate all operations without having a valid system of maintaining 
accountability. 

Additionally, there seems to be no workable maruigement information system in place at the 
national level which can provide even basic informatioa on services, policies or changes in each VISN 
at any given point in time. Under these adverse circumstances, both VA's top management and 
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Congress — who has the uhimate responsibility to the taxpayers — are left in the dark. 

WA very much agrees with the observahoo made by the Assistant Inspector for Health Care 
Inspections during the March 19 oversight hearing beftxe this Subcommittee. It bears repeating that, 
“VHA's decentralized management structure hru, in some cases, resulted in a fragmentation of 
knowledge This appears to have inhibited senior field managers' ability to apply lessons learned and 
best practices gained in areas other than their own. Furthermore there is no single entity or database 
that can provide information about all quality-related issues or data. VHA may need to benchmark 
itself in this area with other large health-care delrvery systems.” 

Absent such critical information management. Congress and stakeholders responsible for 
oversight of the VHA will experience ongoing and severe quality and service prtftrlems of a recurring 
nature. WA wiU contiiue to work doseiy with Dr. Kizer and with this Subcommittee to assure that 
VISNs are adhering to necessary standards of quality and concern for patients under the laws 
established by Congress. 


Care for Tobacco-Related Illnesses 

As you know, WA was adamantly opposed to the provision in the recently passed 
transportation bill which diverted $15.4 billion in savings fiom atolishing tobacco-related illnesses 
compensation While the legislative language did not deal specifically with health care benefits, it will 
have the very real effect of denying VA health care services to veterans who do tx>t otherwise have 
a service-coiuiected disability. 

There are at least two bills pending in the House which would restore the VA health care 
access to veterans who are effected by this new law. WA agrees with the intent of this legislation 
to ensure that no veteran falls through the cracks and is denied health care benefits for conditions 
which we contitme to believe are service-connected. However, care should be exercised in the 
consideration of these bills to ensure that no other veterans are adversely effected. For example, 
giving veterans with tobacco-related illnesses higher priority for health care without a corresponding 
increase in VHA funding will have the adverse consequence of squeezing more currently eligible 
veterans out of the system. 


VA’s Future Veterans Patientbase 

According to a recent GAO report, ”VA Hospitals Issues and Challenges for the Future,” 
(April, 1998), if current trends continue, 60 percent or more of community hospitals and over 80 
percent of VA hospital beds may not be needed in the next IS years. VA's strategic planning to 
adjust to the demographic changes in the veteran patient population is based upon attracting new 
users and establishing more community-based outpatient clinics mainly at sites remote from VA 
hospitals GAO further noted some reservations about whether this plan may or may not work. 
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irvtirafing that VA 011 ^ also be fofced to consider opening medical treatment services to non-veteran 
patients. 

Of course this prophecy is twedicated on the shaky assumption that the U S. will not become 
engaged in a war with cmsbat coupons creating significant numbers of wounded troops in need of 
longer tenn bo^)ital-based care, k there any VA or Congressional contingency plan in place for such 
emergencies? Or will we only react again after the next Pearl Harbor hits us? 

WA believes that the approach which uses over simplified data to explain the reduced 
demand for VA hospitals misses some of the key factors contributing to VA usage trends. Yes, the 
vetenm population has been declining since 1980, and by 2010 is expected to total about 20 milli on 
veterans ~ roughly one-third less than in 1980. But another fiictor contributing to reduced VA 
paticntbase is the expansion of Medicare, whidi has led older veterans (age 65 and older) to use VA 
less. According to GAO, dderiy veterans use of VA bospitab dropped by SO percent between 1975 
and 1996. 

One important wi^ for VAto grow was granted v^ien Congress passed the Veterans Health 
Care Eligibility Reform Act of 1996. This important modenxzation tool removed most of the archaic 
restrictions on VA's ability to buy aixl seO services to the private sector. This has permitted VA's 
health-care networks to expand sharing among facilities, the Department of Defense and other 
community beahb-care providers. VA needs to market what it does best and eliminate unused 
capacity and duplicafion and waste. 

Gehathcs and extended care services, for example, is one area where VA excels. By 2010, 
nxxe than 42 percent of the veteran population — some 9 milhon veterans — win be age 65 or older 
and require assistance for everyday Uving activities. This is an important opportunity for VA to 
expand aduh day care and other senior services. Also, the number and percent of female veterans are 
increasiDg, by the year 2010, 6.4 percent of aU veterans (about 1.3 milhon) will be female. VA must 
become more efficient and adept at providing effective health care to female veterans. 

Certainly chang in g demographics of the veteran population wiU dictate a changed menu of 
services VA should be providing. But to assume, as some have, that VA will simply cease to be 
needed as the veteran population dwindles is a far cry fi'om what WA beUeves is appropriate and 
effixtive pubhc policy. Veterans with special beahb care needs are and will continue to be a federal 
responsibility. At the risk of sounding melodramatic, we are adamant in the belief that to shirk this 
federal commitment would unlennine the very p re mi se of oor nation's all-volumeer national defense. 


Other Challenges 


National Pres cription Formulary 

WA continues to bear numerous complaints from veteran-patients and medical practitioners 
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about probjems with tbe VA prescription formulary. The issue is the medical determination, versus 
a budgetary determination, of what prescription medications are best for the individual patient In 
some cases, it has been repotted that for cost savings purposes the doctor’s judgment is b<^ second 
guessed and even ignored by druggists through the VA National Formulary process. Pharmacists 
sometimes change the patient’s medication to a formulary-approved prescription without any 
consultation with the physician. 

The most recent examples brought to our attention are cases where Hepatitis C virus was 
confirmed as a diagnosis, but the drugs of choice as prescribed by the treating physician (Alpha 
Interferon and/or Re^irol) were denied by tbe formulary. These and many other cases are far too 
numerous to mention in detail, but an investigative and oversight heating by this subcommittee are 
very much needed. 

VA has developed its formulary based upon its own therapeutic categories, himpittg medicines 
into groups based upon its own assessment of which drugs offer similar options for treating a 
condition. It does not take into account the standard for determining which drugs may be safely 
interchanged and ignores the Food and Drug Administration's therapeutic equivalence rating. 

WA recommends support a moratorium on the VA National Formulary pending the 
completioa of an indepcodem assessment; we understand language is included in the FY 1999 Seruue 
VA/HUD Appropriations bill prohibiting fimding for the formulary. We recognize that these type of 
problems exist in the private sector, as weU, as evidenced by similar reports and complaints directed 
at managed care institutions and insurance companies. This is a very complex issue and we urge this 
Subcomminee to collaborate with your colleagues on other committees with jurisdiction over health 
care matters to investigate this situation. 

Henatiris C 

New information indicates that large and disproportionate numbers of veterans are carriers 
of tbe Hepatitis C virus, particularly Vietnam veterans. Tte is because veterans were exposed to tbe 
disease in the combat theater (it is indigenous to the Southeast Asia region), and because veterans 
were exposed to contaminated Mood and Mood products at higher rates than civilians as a result of 
war time wounds and other risks in combat. 

Until tbe early 1990s, the U S. blood supply was not screened or tested for tbe Hepatitis C 
virus. This conditioo, which is treatable but not curable at this time, often has a latency period of 20 
years or longer, and is life threatening when left untreated. WA strongly advocates that VA should 
be required to routinely condua blood screening for Hepatitis C of all veteran patients. VA does not 
perform this simple and inexpensive blood test at present. Screening and early treatmem is far less 
expensive thrm providing care for the fuU-Mown condition. 

WA recommends that the subcommittee investigate this infectious condition which may have 
as many as one million veterans now asymptomatic and undiagnosed Furthermore, the Armed 
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Services Committees should be involved or apprised of the issue because DOD also does not 
currently screen for the cooditioa during veterans’ edt physicals. We appreciate the Subcommittee’s 
commitmern to hold heating on this subject this summer. 

Prostate Cancer 

VA does not presently do any routine blood screening of male veterans for prostrate cancer, 
though this conditioa is on the presumptive service-coimection list for Vie tnam veterans exposed to 
Agent Orange/Dioxia Early detection of this disease has proven to be the most effective and least 
costly way to treat it. We believe that VA should be required, similar to the position we advocate 
regarding Hepatitis C screeniog, to implement a routine Prostate Cancer screening program without 
deUy. 

Fmnharis on Prevention and Wellness 

VA needs to expand and put greater empha.sis on “prevention and wellness” programs 
Certainly this is one of the stated objectives in many of the reform efforts currently underway. But 
it should he more aggressively pursued, both in the imerest of improved quality of life for VA’s 
veteran patients and as a cost<fBciency goal. 

As medical technologies have advanced, the burden of disease has shifted from acute episodes 
of illness, such as infections, to chronic diseases like arthritis, heart disease, and diabetes. Chronic 
disease a now the leading cause of disability. An estimated 35 million Americans suffer from some 
chronic disability. Arthritis, for example is the nation’s most comnwn disabling condition and costs 
the United States more than SS4 billion per year. Fifty-two percent of severely and chronically 
disabled people are over age 65. 

The benefits of lifestyle interventions in modifying risk factors in the elderly and near elderly, 
such as depression screening, exercise, good nutrition, and smoking and alcohol use cessation 
programs, are familiar to VA. These have demonstrated an opportunity to improve quality of life, 
reduce treatmem costs, and lower rates of chronic disabilities. The contemporary VA is recognized 
for medical esqiertise in research and treatmem for gerootr^gical conditions. Because of its uniquely 
aging and disabled patiem population, VA must be a leader in implementing this prevention/wellness 
philosophy of medical care. A main goal for the direction or redirection of the VA should be that of 
disability prevention in order to irmximiTe an mdividual’s functioning, well-being and quality of life, 
while achieving optimum care and cost outcomes. 

We find it ironic that VA, with so much potential for wellness and prevention medical 
practice, frequently must be almost forced to lake the lead in advancing its research capacity in these 
and many other areas. We recommend that the Subcommittee help to guide VA in taking action in 
these life saving and least costly wellness arxl prevention measures. 

Chronic Care Management 
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VA is also moving forward in recognition that the effective treatment of chronic diseases is 
largely shifting from interventions aimed at cures, to providing care with the goal of limiting disease 
progression. This too, is an area where VA can be a leader within the medical community because 
of its expertise and research initiatives which spawn from the unique characteristics of its patient 
population 

Health care in the United States is changing , and VA health care is no different. In the past 
the biggest concern for most patients and providers was acute care focused on curing the disease or 
fixing this iiijury then moving on to the next problem. Today the biggest concern facing health care 
patients and providers is chronic care. 

Individuals often have more than one chrook condition For example, of the 20 million 
people aged 65 and over who have arthritis, 16 percent also have heart disease, 48 percent also have 
hypertension, 1 1 percent have cancer, and 1 1 percent have diabetes. Chronic diseases account for 
approximately 80% of ail deaths and 90*/a of all morbidity (Goldsmith, 1990); thirty-five million are 
affected. An estimated 1 1.3 million people in the U.S. over age 21 have a severe and chronic physical 
and or mental impairment that limits their ability to live independently (Center for Vulnerable 
Populatioos, 1994). The seven most prevalent chronic conditions in the non-institutionalized civilian 
populatioo are: chronic sitxisitis - 32.2 million; deformities or orthopedic impairments — 31.8 million; 
arthritis — 31.2 million; high blood pressure — 28.9 million; hay fever or allergic rhinitis without 
asthma - 22.3 million, deafness - 21.2 million; heart disease — 19.5 million (Collins 1993). 

Dramatic growth in the number of persons with chronic illness is expected. More than four 
of five people aged 65 and older have at least one chronic condition. Between 1990 and 2030, the 
number of older people is projected to rise from 3 1.6 million (about 13% of the total U.S. population) 
to over 65 miUion (about 23% of the populatioo) But people of all ages experience high rates of 
chronic illness as well: asthma and chronic bronchitis, as well as dermatitis for those under age 18; 
high blood pressure and migraine headaches in the age 18 to 24 group; deafiiess and orthopedic 
impairments in the 45 to 64 age groups. 

Research is iitcreasingly showing the benefits of a disability prevention focus. For instance, 
in a recent study of 100 frail dderly nursing home residents who participated in exercise training over 
a ten week period, even among the very frail elderly, “high intensity resistance exercise (including 
cardiovascular and weight training) is a feasible and effective means of counteracting muscle 
weakness and physical fiailty” (Fiatrone, 1994). 

VA is making some changes and adjustments to accommodate to the changes in health care 
needs, through research and treatment applications. Even greater changes are needed in the way 
chronic care services are organized, delivered and funded. 


Vet Center Program 
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WA would be derelict in our responsibilities to our members if we did not use this 
oppoitunity to deuil our commitinent to the Vet Cemer program and bow these services fit into the 
VA health care system. We believe that one of the best models for the design of user-fiiendly VA 
health-care services is the 206 vet centers. Nationwide, vet centers are expanding their pafienl 
workload as a result of changes in the provision of inpatient and other hospital-based PTSD and 
substance abuse treatments. From 1997 to 1998, patient visits nationwide increased from 728,958 
to 767,000. In 1999 VA forecasts at least a growth rate to 774,000. 

This community-based program has proven to be effective in treatment and outreach for 
PTSD and many other illness at a very low cost per patient. WA advocates increased coordination 
between the Vet Centers and mainstream VA heahb-care programs to create additional points of VA 
outpatient access, with the caveat that the Vet Centers missioo, clinical integrity, and line authority 
should remain separate and autonomous from the VISNs. 

The Vet Centers ate impoitaot tools fix’ VHA to use in the improvement and parity treatment 
for mental health, patticulatly as inpatient programs continue to be reduced. This is particularly true 
for the homeless veteran population, which faces even mote difficult challenges in accessing 
appropriate comprehensive cate for their very complicated medical mental health and socialization 
problems. The vet centers are no less important than ate the expanded VA community-based 
outreach clinics for physical health of veterans. In general vet centers are under funded and under 
staffed by any olqective measurement criteria. And, like most other VA programs, annual 
appropriated funds are in reality in decline in an environment of flat-line budgets. 


Coadosion 

The VA health care system, for several years now, has been in a significant state of flux. This 
Subcommittee has done a great deal of work in assessing usage trends and demographic information 
about the veterans population. And certainly the ebb and flow of budgetary constraints ate a major 
influencing ftctor. Representatives of the VSOs probably sound Ike broken records in noting 
repeatedly over the last few years that the evolution of the VA beahh-cate system continues to be one 
oflhefixemostconcenis of average veterans, and one of the most critical issues kcing the veterans 
community. 

One thing WA always attenqits to keep in mind is the fiux that these often revolutionary 
changes are not operating in a vacuum. In addition, the broader health care environmem in which 
the VA system operates is an incteifibly complex and ever changing dynamic Many of the “managed 
care” oriented reforms and challenges we have discussed above are ongoing challenges to private 
sector health care providers and insurers too. And VA is largely behind the curve in implementing 
many of these reform initiatives. Being behind the curve is not necessarily a disadvantage for VA, 
tbm^ VA can and should use the lag-time to leam fiom and avoid the strategic planning mistakes 
aixi impleinentation pitffills made by the private sector in attempting to implemem “managed care” 
reforms. 
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We should be clear in noting that WA if not opposed in any fiuhion to “managed care” 
modalitiea and techniques. We simply believe that the VA diould be peihaps even more careful tb«" 
the private sector in implementing these refoims, because of the very unique mission VA carries out 
on behalfofour federal government in caring for disabled and needy veterans. And also, VA faces 
a more delicate situatioo of public scrutiny than does any other medical care provider in this country. 

Eligibility reform and the shift toward outpatient care, the enrollment system and more 
aggressive third-party coUectkms, decentralizitig of dedsion-makiog to the Veterarrs Integrated 
Service Networfu (VISNs), and btidget allocations through the Veteraru Equitable Resource 
ADocation (VERA) program are each mammoth reforms. Taken together, this transition is very rapid 
and wide^rread and does pose dangers of service disruptioo - or, at the very least, there is the danger 
of perceived service disruption and quality diaimegration. 

On the whole, WA feels that VA beahb care is evolving in an appropriate direction. We 
understand that &cility missions may be realigned or even abolished as the system evolves to a more 
ou tp atient emph a s i s Care may be provided more and more in a larger number of small clinics, rather 
than large medical centers, or even through contract or sharing atTangetnenis svith DOD or private- 
sector providers. The infrastructure is less important than the actual services provided. So long as 
services-espedally specialized services for service-coonected disabled and lower-income veterans - 
are m ai nt ai n ed and protected, there should be minimal complaints. In Act, it seems to be elected 
ofSdals vdio have more difficulty with reductions in identifiable infrastructure than those wi thin the 
veterans community. 

WA firmly believes that the challenges of reform and the problems of quality that currently 
esdst are not unkgie to the VA. But the unique mission and the fede^ commitment to ensure the best 
possible health care to VA’s patientbaae if unique. In p lanning for the future of the VA health care 
system. Congress, the VA and the veterans comnainity luwe distinctive responsibilities in deliberating 
these issues and evaluating the status quo and aO reform options. WA looks forward to continuing 
to work with this Subcommittee and the larger Veteraru’ Affairs Committees on the multitude of 
concerns surrounding the transitions in the provision of veterans beahb care. 

This concludes our formal statement. We would be pleased to respond to any questions the 
Subcommittee may have regarding WA’s positions on th^ issues. 
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Appropriations fiom 1989 to 1995. Prior to worldog for the House Appropriations Committee, 
he was a professional staff member for the House Banking , and Financial Service Committee 
fiom 1978 to 1987. 

Warfield reports to the WA director for government relations and is responsible for 
budget and appropriations legislatioa In aridibon he serves as the WA representative to the 
Department of Veterans A&irs A'eterans Health Administration-VSO liaison committee on 
health care issues. 

Bill Warfield received bis B.S. degree in Economics fitom the University of Maryland. And 
served honorably for four years in the United States Air Force . He resides in Rockville, 

Maryland , with his wife Ellen . The Warfield's have two daughters Abbie and Amy and six grand 
children. 
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Mr. Chairman and Membera of the Subcommittee: 


We are pleased to be here today to discuss the Aiture health care role of the 
D^>artment of Varans ACEairs (VA). VA c^>erates one ot our nation's Largest health care 
orstems, including 400 service delivery locations, 3,000 buildings, and 183,000 employees, 
lius year, VA will serve about 2.7 million of the naticm's 26 million veterans, at a cost of 
$19 billion. 

Ihe United States has a long tradition of providing health care to veteraixs ii\|ured in 
military service. Over the last 75 years, however, this health care role has evolved from 
rehabilitating disabled wartime veterans to also providing a health care safety net for 
peacetime veterana Today VA is positioning itself as a competitive health care 
alternative for all veterana More sqpecificaUy, 3 years ago, VA began to transform its 
health care system, in re^K>n8e to market changes and budgetary pressures, to make It 
more competitive with other health care providers. To aid this transformation, the 
Congress provided new revenue sources and reformed veterans' eligibility for care and 
VA's ability to purchase services from other providers. 

My a>mments this morning will focus on how VA's system transformation is 
progressing and what challenges VA fiices as its role evolves. The information we are 
providing is based on a series of studies we conducted over the past several years to 
identify ways to improve the efSdency and effectiveness of VA's health care system. We 
have also examined the relationships between VA's health care rde and th^ of other 
public and private health benefits programs, including the effects changes in those 
programs could have on VA health care. During the course our work, we visited 
dozens of VA medical facilities, spoke with hundreds o( administrative and medical staff, 
and spoke with many veterans and veterans service organizations. (See Related GAO 
Products listed at the end of thb statement) 

In summary, VA has made progress in fransforming its health care system to 
compete more effectively with other health care providers in order to become veterans' 
provider of choice. For example, VA has created 22 service deliveiy networks, which 
have made hundreds of restiucturing decisions, including consolidating administrative and 
clinical services, shifting care from inpatient to outpatient or residential settings, and 
purchasiiig care from other providers. These initiatives have enabled VA to avoid over II 
billion in uniwcessary expenses-savlngs that have provided critical financing needed to 
fruther improve the ^stem's overall accessibility and (piality of care. In addition, the 
networks are planning to develop and implement additional efficiency initi^ives over the 
next 6 years. 

But VA flees several challenges before completing its transformation. Of these, VA's 
decisions concerning existing infrastructure may be the most significant and ctmtentious. 
For example, VA has ^ent hundreds of millions of dollars over the last decade 
constructing and renovating inpatient capacity. Some of this capacity is no longer needed 
because of its decreasing reliance on ini^ent services. Meanwhile, VA continues to 
serve veterans in other locations, using aged and deteriorating buildings that will require 
billions of additional dollars to renovate or replace. VA's decisions to consolidate 
inpatient medical care at fewer locatioits are complicated by such challenges as VA's long- 
standing relatioruhips with universities' medical spools for education and research, and 
with the Department of Defense (DOD) for contingency medical support 

hi our view, VA's fiiture success in fulfilling its health care role, as envisioned by 
recent eligibility reforms, depends in large part on its ability to transform its current 
delivery infrastructure into an integrated itystem of VA and private sector providers, 
which mi^ be more attractive to new users, especially those already insured, who could 
provide VA with an additional source of revenue. VA's strategy also suggests that it wiU 
ultimately purchase much more health care from private sector providers than it does 
now arid deliver care using its existing infrastructure only in those geogr^hic areas 
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where a private sector alternative ia not reasonably available or where VA is the 
acknowledged leader. 

VA's success also will depend on its ability to overcome several manag^nent and 
implementation challenges. These challenges include designing an enrollment system, 
establishing new provider networks, developing and awarding potentially complex health 
care service contracts, improving collections from other health insurance that veteraiw 
and others have, and develc^ing systems sufficient to capture critical cost, access, sikI 
quality information for managing and evaluating system performance. It as some have 
suggested, VA's competitive role is expanded to include not only the current veteran 
population but also veterans' spouses aiul dependents, the challenges facing VA will be 
even greater. For example, VA would have to either provide or arrange care for 
populations and medical conditions that it has little experience dealing with, such as 
pediatric or maternity care. 

It is essential that VA address these infrastructure and other management challenges. 
If VA is ultimately unable to overcome these dtallenges, it is conceivable that VA could 
have to limit enrollment among lower-income vetetar«.‘ This could include those with 
the greatest need, because they have rK> other health care alternatives. 

BACKOROlTNn 

At end of the first world war, the federal role of providing health care to veterans 
was to treat war-related injuries and help rehabilitate veterans with service-c<Hmected 
disabilities. Over time, VA became a national leader in rehabilitative medicine, including 
treatment of the lingering effects of war-related injuries. Today, the 2.2 million 
veterans who have service-connected disabilities, less than half-about 1 million-use VA's 
health care ^stem. 

VA's federal role was expanded in 1924 to include a safety net function partly 
because of declining use by veterans with service-connected disabilities and limited public 
and private insurance coverage available to veterans with lower incomes. VA provided 
hospital care for the nonservice^ormected conditions of wartime veterans who lacked the 
resources to pay for their care. In 1973, this safety net function was expanded to include 
ho^ital care for peacetime veterarrs unable to defray the cost of care. Today, an 
estimated 7 million veterans have lower incomes, including about 1.4 million who use 
VA's system. 

In 1986, the federal role expanded once again to offer a competitive health care 
alternative for hi^>er'income veterans. 'n>ese veterans, however, are required to make 
copayments for tiieir health care, which over time has come to include a comprehensive 
array of inpatient at)d outpatient services to address veterans' overall health care needs. 
VA currently serves approximately 140,000 of approximately 16 million higher-income 
veterans. 

Overall, VA serves 10 perc«it of the total veteran population of 26 million, with the 
other 90 percent receiving their health care through private or employer health plaits or 
other public programs. Ihe nation's veteran px^ulation is expected to decline 
sig n ifica n tly in the friture. VA estimates that the veteran p<^ulation will drop to 16 
million in 2020. 

VA's health care system has grown from 54 locations to about 400 locations as its 
role evolved. By 1990, VA operated over 160 fullHseivlce medical centers that Included 
one CH* more hospitals, nursing homes, drmiiciliaries, and outpatient clinics. VA 


'Lower-income veterans are those whose irtcomes fall below a statutory threshold, for 
example, a veteran with ito dependents with an irKX>me less than $21,611. Income 
thresholds are hi^er for veterans with dependents. 
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(grated numerous freestanding ou^Mtient faculties, including some that provide primary 
and specialty care and others (the majority) frtat provide primary care only. 

In the early 1990 b. VA recognized that its system was not adequately respcmding to a 
changing health care market, which was imf^ementittg managed care principles to avoid 
unnecessary inpatient services and emphasizing primary care. VA began to shift Its focus 
from primarily inpatient hoq>ital cate to outpatient care in ordn to provide a more 
flexible, accessible, and eCDdent drihreiy ot health care to veterans. In 1996, VA 
accelerated this transformation by leali^ting its faculties into 22 service deUveiy 
networio and empowering these networio to restmcture die deliveiy of services of its 
medical centers. 

This year, VA expects to receive over $19 billion from several sources to operate Its 
health care system. About $16 billkm repres en ts appropriated frmds fbr medical care, 
construction, adminl8trati<m, education, and research. VA also estimates that It wUl 
receive over $680 mUlkm frtm thirdi>arty insurance and earn over $100 million firom the 
sale of excess services such as lithofripsy or GT scans to benefidsries of DOD, medical 
school hospitals, or other providers. 

VA S ONGOING SYglEMWlDE 
TRANSFORMATION 

VA has made progress in transforming its health care delivery system away from Its 
previous focus on inpatient care to an emphasis on outpationt care. VA's networks have 
implemented hundred of restructuring initiatives involving acute<aie medicine. For 
example, networks have integrated the management of 46 facilities in 22 locations, 
consoUdating clinical and administrative services within or anumg hospitals. As a result 
of these and other changes, over a 4-year span VA reduced Its hoeplCal admissions by 23 
percent, eliminated almost 18,000 operating beds, and reduced stafflng by over 16,000 
employees systemwide. 

At the same time, VA has used savings from its efficiencies to finance improvements 
in veterans' access to and quality of care. For example, VA served an additional 80,000 
veterans last year. (^>ened or plans to opm nearly 200 new community-based clinics, and 
created about 1.000 primary care teamsL fri addltiCHi, VA's indicatoxs suggest that quality 
of care is improvlztg overall, as indicated by a rise in the quality rating of ambulatory 
services and a drcH;> in the number of problems reported by veterans. 

VA's service delivery networks have also significantly tiaruformed the delivery of 
long-tenn care, including nursing home and psychiatric care. For example. VA evaluates 
and stabilizes nursing home patients u\d, when appropriate, transitkms them to 
community enviroiunents, including their own homes. Similarly, VA is shifting much of 
its psychiatric care from inpatient to residential settings. As a result, some VA ^dlitles 
ha\^ significantly reduced the average leitgth of stay of long-term-care patients. 

CHALLBNQKSYAFAGRS 
AS rrS ROLE EVOLVES 

With its transformation to a more competitive heahh care system, VA faces difficult 
decisicms concerning its existing infrastructure, as well as other management and 
implementation challenges. How well VA deals with these challenges will In large part 
determine how successful it will be in maintaining or liKreasing the number of veterans 
served. 

VA’s Infrastructure Dilemma and Options 

Of ptimaiy importaiKe is VA's decision about its medical centers that encompass the 
largest number of building in its system. Ihe condition of these buildmgs varies greatly. 
Some buildings have been recently ccmstiucted or renovated, some require major 
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renovation, and others are no longer needed. Ironically, some of the hospitals, which VA 
has recendy millions of dollars to construct or renovate, are underutilized, while 
maity other hoq)itals need expeitsive renovations in order to serve veterai\s in a manner 
comparable to private sector providers. In deciding adut to do with its infrastructure. VA 
fhces a frmdamental question: Are the interests of veterans better served by repairing and 
maintaining the infrastructure through ediich care is provided or by spending these 
resources directly on patient care? 

VA has several options for addressing this dil^nma: These include but are not 
limited to (1) continuing to renovate ho^itab if they will be used for another 20 years or 
more, (2) replacing hospitals with more efficient outpatient clinics, (3) consolidating 
facilities, (4) negotiating enhanced-use leases, or (6) disposmg of or selling unneeded 
facilities. 

VA has implemented such cations in a limited number of locations. For example, 

VA closed ho^itals in Sepulveda and Martmez, California, and replaced them with 
modem, frill-service outpatient clinics that perform arobulatcMy surgeries as well as 
provide primary and specialty care. De^ite Initial misgivings, veterans now seem 
satisfied with this change. In Long Beach, VA has proposed to renovate excess inpatient 
space in one building In order to trarufer clinical and administrative services firom an 
older, deteriorated building and th^ demt^ish that building, thereby saving maintenance 
and future renovation costs. 

At most locations, however. VA appears reluctant to aggressively address this 
infrastructure dilemma-to the detriment of veterans. For example, in Chicago, where VA 
has four major ho^itals, we recommended that VA close one and meet veterans' needs 
using the odier three. VA has chosen instead to have a consultant study the issue ftiither. 
As a result, VA is forgoing (1) savings of about $20 million per year in irudntenance and 
operating costs and (2) better services for veterans by not dosing one of the four 
hospitals. VA appears to be eiqieriencing a .similar situation with hospitals in several 
other locations, such as Boston. 

Challenges Complirating 
Infrastructure Dedsions 

VA's dedsioctt regarding its infrastructure are complicated by several other 
challenges, induding ongoing transformations of VA's affiliations with medical schools, 
medical research activities, and DOD medical contingency activities. 

Since 1946, 130 VA fadlities have affiliated with 106 medical schools to provide 
educational opportunities for 66,000 individuals and research or employment 
opportunities for over 3,000 faculty and others. Currently, most VA faculties are affiliated 
with a single nearby medical school, makmg it easy for residmte, students, faculty, and 
researchers to fulfill their obligations at both k>cati<ms. VA's inpatient p<:q>ulation 
provides an important focus for educational and research activities. 


VA's t7ai\sfonnation of its care fix>m an inpatimt to an outpatient focus along with 
its consolidation of such services in fewer hospitals is causing VA and medical schools to 
rethink their affiliation arrangements. It seems inevitable that a medical school will need 
to share inpatient educatitmal aiKl research opportunities with other schoob at a single 
VA facility. Medical schools, however, seem reluctant Co share at thb time, which 
constrains VA's ability to effectively address its ii\frastiucture dilemma. 

&nce 1982, VA has served as the primary medical system backup to DOD during war 
and to other federal organizations such as the Federal Emergency Marukgement Agency 
and the National Disaster Medical System during national emergencies. During thb time, 
however, DOD aiul others have made limited use of VA facilities. Currently, VA has 
agreed to make about 28 percent of its operating beds available to DOD within 72 hours 
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of notificatioiL As with the medical school affiliations, VA's transformation Is also 
causing VA and DOD to rethink their medical c<mtingency arrangements, which they plan 
to do in earnest in the near ftiture. Continuing a predominately bed-based (as oppos^ to 
a specialty-based) approach to fulfilling the contingency requirement may contribute to 
VA's infTastriKrture dilemma. 

Many Management Challenges Ue Ahead 

While VA has made progress to date in transforming its health care system, it still 
faces a number of difficult maiuigement challenges critical to its success in competing for 
increased market share. Ihese include (1) designing a strategy, including marketing 
materials, fcH’ informing veterans of VA's newly transformed system, (2) establishing a 
system for enrolling new users, and (3) creating integrated networks of VA and non-VA 
providers to serve veterans. 

Of these, VA's efforts to create integrated netwoiks on a large scale ^pear 
especially challenging. Ihese challenges include (1) deciding when, where, and what 
health care services to purchase; (2) developing ccmtract q>ecificatior» fcM* health care 
purchases that include not <mly the Qpes of care to be provided but also administrative 
requirements such as periodic reportii^ utilization management, eligibility verification, 
and care coordination with VA's direct care providers; and (3) administering contracts 
and monitoring cxmtractor performance. 

In addition, our past work has also highlighted significant shortfitils in other areas, 
which VA is currently addressing. These include improving its system to recover from 
veterans' other health insuraiKx plans and developing systems sufficient to c^ture 
critical cost, access, and quality information for managing and evaluating system 
performance. 

It remains to be seen whether VA has the resident technical expertise necessary to 
design, build, and manage such sweeping reforms. Our evaluations and observations of 
DOD's e3q>erience in implementing its nationwide managed health care program, 
TRICAREl, suggests that a significant amount of Che planning, implementation, 
management, and evaluation tasks that VA stiU faces wiU need to be contracted out In 
many req)ect8, VA's management and oversight role will be transformed Just as its 
provision of health care is being transformed. 

As difficult as VA's cuirenCly envisioned transformatitm will be, the challenges will 
be even greater if, as some have suggested, VA's patient base is expanded to frirther 
eidiance its competitiveness by including veterans' spouses and dependents and active 
duty military members and their spouses and dependents. Not onty would the challenges 
associated with VA's current efforts be conq>ounded by potmtially doubling the number 
of eligible beneficiaries, but additional challenges would be created, such as having to 
either provide or arrange for care for populations aiKl services that VA has little or no 
experience serving, like pediatric or maternity care. 

Expanding VA's competitive role may also pose significant risks to veterans and 
other h^th care provideis. For example, veterans' access may be adversely affected if 
VA cannot provide care to nonveCeran enroUees within the revenues earned or if VA must 
shift appropriated frinda from patient care to renovating or maintaining infi'astructure 
needed to serve a sfgnifIcanUy expanded patient workload. Other providers, including 
DOD, could also be adversely affected if VA continues to deliver care directiy because 
new customers for VA mean fewer customers for other providers, resulting In lost 
revenues that could Jecq>ardlze their flrumdal viability. 

CONCLUDING O lWRRVATIOWa 

In conclusion, Mr. C^iairman, while we are encouraged 1^ VA's progre ss to date and 
support its efforts, we realize that many uiK»rtainties remain as to how successful VA 
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will ultimately be in addressing its infrastnicture and other management challenges. It 
seems certain, however, that veterans and others will be best served by resolving these 
challenges sooner rather than later. 


Mr. Chairman, this ccmdudes my prepared statement I will be happy to answer any 
questions that you or Members of the ^b^mmittee m^ have. 
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Good momif^ I am Dr. Richard D. Krugman, Dean at the Uraversity of Colorado School of 
Medicine. I am here today to present testimony on behalf of the Associaticm of American Medical 
Colleges (AAMC). The AAMC serves as the national voice for the country’s 125 medical 
schools, 86 professional academic societies, and nearly 400 major teaching hospitals, including 
over 70 Dq>artment of Veterans Affairs (VA) medical centers. Currently, 139 Veterans Health 
Administration (VHA) medkal centers are affiliated with 107 medical schools. Each year more 
than 30,000 medical residents and 22,000 medical students receive a portion of their training in 
the VHA. 

Your invitation fm* my testimony today asked fix a vision of the future role of the VA health care 
mission and VA*s education and research missions. As you well know, the VA*s 'Snuon for 
change” developed an exciting new administrative structure for responding to the industry-wide 
shift in the way health care is ;^vided. Under the leadership of former Secretary Jesse Brown 
and Under Secretary for Health Kenneth Kizer. M D.. M P.H., the VHA has organized hs 171 
medical cemen into 22 regiorral systems known as Veterans Integrated Service Networks, or 
VISNs. Under each VISN umbrella, several VHA medical centers and their associated or 
affiliated partrters work cr^lectively to ddiver heakh care to veterans in their region. This new 
structure was develc^)ed to eliminate meffidendes and duplication of services, and to maximize 
the effectiveness of limited health care dollars and resources. 

The VHA has a rich history and tradition of contributing to the nation’s research effort and 
medical, nursing and other heafth professions education programs. The VHA’s education and 
research missions add substantially both to the quality and accessibility of its health care mission. 
At the same time, both of these missions deeply involve VHA’s medical school partners. The 
VHA pl^ a critical role in the education and trainir^ of health care professionals who are 
destined to serve the entire nation. These training opportunities make VHA the naticm’s single 
largest health vrarkforce producer, providing financial support for ten percent of the nation’s 
graduate medical education. In addition, the VHA's medical research initiatives have an 
impressive history of success and innovation and have provided major advances in medicine. For 
example. Dr. Tom Starzl performed the first liver transplam at the Denver, Colorado VA medical 
center over twenty years ago, and within the last five years the Denver VHA medical center was 
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instnimenul in research that kknti5ed and detennined that the gene responsible for filtering 
information in people with schizophrefiia can be stimulided by nicottne. 

However, the first priority of the VHA must be to provide quality heahh care to our nation’s 
veterans. Durii^ the past ten years, changes in the environment of providing hospital, physician, 
and health care services have been occurring at breath taking speed. I believe it is firir to say that 
(Mior to the inception of the 'Vision for change,” the VHA had not been keeping pace with m^r 
chaises that were occurring in other health care provider ^ems. ^rth the implementation of 
the *Vison for chan^** substantial energy has been devoted to engaging all VHA focUhies and 
programs in meeting the demands of the new environment. 


In this new environment there are some VlSNs where VHA leaden and their coUci^ues in 
medical schools are working relatively well together, while in others, for a variety of reasons, 
there has been substantial tension among those that need to work collaborattvdy. With change 
necessarily occurrii^ so rapidly, thb tension is certainly to be expected. 

I believe the VHA’s academic partners, especially the more than 100 medical schools currently 
affiliated with VHA medical centers, can play a vital role m securing a strong foture for the VA 
health system. In capitalizing on thb potential, we need to recognize the rapidity and magnitude 
of the changes required to impkfnent the VISN structure successfully, and the number of new 
intfividuals recently recruited to leadership positions from outside the VA. Gtventhesefocts.it 
seems dear that some special care must be taken to ensure that the inevitable stresses on the kmg- 
standing and successful partnerdiip wHh ks mctfical school affiliates do not hamper achievement 
of either partner’s imssions. 

During this continued transitiofi, 1 cannot emphisin enough the imf)OftaBce of comfmmicatMMi. 1 
think an of us need co n s ta nt l y to be akn to the foci that co mmunication b the key to dear 
understanding, and that if wa are going to have a debate on the future role of VA*s heahh cars, 
education and research mbrioni, we should debate real bsuas. We have worked hard in my home 
aettif^ to adneva excePant coomunicatioo and a coMahorative approach to ensuriag our 
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respective futures. 

At the Universtty of Colortdo we have taken steps to int^ete the programs and services of the 
VHA medical center and the University of Colorado medical center. For example, the Denver 
VHA medical center and the University of Colorado Hospital jointly purchased a linear 
accelerator. The machine was installed at the University Hospital and serves VHA patients. The 
resulting collaboration has avoided duplication of services, reduced costs for both institutions, and 
provided first class service to patients. In addition, we have taken joint tenancy of new VHA and 
University Hospital primary care clinics sharing a common site at the former Fitzsimmons Army 
Medical Center. We were experiencing a common need and found an opportunity to satisfy this 
need in a mutually beneficial fiuhion. Once again, this has been a sound finartcial decision for both 
institutions, and met the needs of the patient populations we serve. We also have been able to 
broker a colltfx>ration between the Cheyerme VHA medical center and our afRUated family 
medicirte residency program and the Area Health Education Center in Greenly, Colorado. 

We have been unsuccessful thus far in one attempt to consolidate laboratories and also in an effort 
to complete a VHA contract with University Hospital (UH) for utilization of UH primary care 
clinics throughout Colorado under a capitation arrangement. These iiutiatives vrere much more 
complex, and there are a variety of reasons why they have not come to 6vttion. In the case of the 
primary care clinics, there were at least four major reasons for the fiulure Uiat are worth noting; 

» a lack of understanding by each institution of the other’s requirements/restrictions; 

» UH’s perception that Veterans Service Organizations were concerned that veterans were 
being “abandoned”; 

* UH’s perception that VHA funding would be not available beyond one year, and 
^ VA’s prohibition from contracting with a “middle-man.” 

Ute experience purchasing equipment jmntly and combining clinics, u well as the difficulties in 
contracting afford VHA and the Urdvenity of Colorado the opportunity to evaluate the successes 
aiKl problems of these joint efforts. Consequently, these efforts should prepare us well for the day 
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when veteran ptdoiU can uM the MTvices of Univcnity of Cotorido Health Sdcnees Center 
and non-veteran patients can use the services of the VHA medical centen 

Let me return for a moment to the missions ofeducation and research. The implications of 
service efficiency, cost control, and c omp e titi ve prices are al challenges to these missions. While 
we all understand and partidpete in the need to change the incenttves and conserve resources, we 
also have a responsibility to provide an env ir onment in wludi researdi and education can flourish. 
In the VHA, there is a specific budget for research; S272 million in the current fiscal year. 
However, in the new price con^»etitive environment, the ddlars devoted to research and 
education in the **fnedical care” budget are more important than ever. 

Whether the research and education missions are sustained and wiO flourish wiO be determined by 
the avaUabilityoftime and money. Thu is a problem not just for the VHA; it is a problem for 
nkedical schools and all teachii^ settings. The VHA has an opportunity to be very specific m 
doing something to address the need for these resources. To attract educators and researchers, 
the VHA needs to maintain hs reputation as an int^raled service system that highly values these 
missions. The AAMC urges the members of this Subcommittee to be supportive of VHA 
leadership efforts to do so. 

Before closing, let me reiterate the characteristics of the VHA medical partnerships necessary for 
us to achieve our respective missions. We must: 

» engage in intensive, fiequent and dear communication; 

* develop an agenda ofproblems and mutual goals and objeettvea; 

** work coUaborativdy to detcr n i in e if there are sharir^ opportunities; 

» be assured adequate lead time if major changes in relationships are required; and 

* be assured the education and research missions are highly valued at the same time every 
effort is made to achieve efficiency. 

The nation's medical schools wiO wort to ensure the survival of the VHA m a com pr ehen si ve 
health system and an important partner in education and research; to that end, medical schools 
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mu«t letre to ooAaborate with all other VHA hoepitab and medical achoob within each VISN. 

The AAMC will continue to work with VHA (^Bdab in Waahn^ton on national pobciea that 
affect the health of veterans and the affiHationa between VHA hospttab and medical schoob. 
Through the AAMC's VA-Deans liaison Committee, VA leaders and AAMC leaders meet twice 
a year to discuts national issues that are of particular ooncem to the VA- medical school 
rcfadiooship. However, the aasodatioo recognizes that decisions regarding the local 
administrttion of VHA resources are best made locally. While ahering long-standing relationships 
and forging new collaborations b often a difficult task, we must remember diet the pnmary 
purpose of affiliations between VHA hoipitab and medical schoob hu been and always will be to 
provide an unsurpassable quafity of health care ft>r those who have served our country in the name 
of freedom. 
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June 12, 1998 


Mr. JohnRoerty 

United State Houw of Rqrresentativei 
Committee on Vetenuu Affiurj 
338 Cannon House Office Building 
Washington, DC 2051S 

Dear Mr. Roerty: 

On behalf of the Association of American Medical Colleges (AAMC), please find the encloaed 
ISO copies of the AAMC’s written testimony for the Wednesday, June 17, hearing on the future 
role of VA health care, education and research. You also will find the testimony on a 3 1/2* 
diskette in Microsoft Word. 


Pursuant to the “truth in testimony” rule that requires all non-govenunental witnesses to disclose 
the amount and source of any Fcdcial grant or contract, fitr fiscal years 199S-97, the AAMC 
received S1,9S6,3S9 in Federal funding fiom the Agency for Health Cate Policy and Research 
($809,304), National Institutes of Health ($641,063), and the Health Resources and Services 
Administration ($50S,982). Additionally, please find the enclosed cunicuhim vhae for the 
AAMC's witness, Richard D. Krugman, M.D. 



enclosures 



80 




EDUCATION 

June 1963 B.A. Princeton University 
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July 1973-Dec. 1977 


July 1973-June 1974 


July 1973-Piesem 
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Resident in Pediatrics 
University of Colorado 
School of Medicine 
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Chief Resident 
Department of Pediatrics 
University of Colorado 
School of Medicine 
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Staff Associate 
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Food and Drug .Administration 
U.S. Public Health Service 
Bethesda. Maryland 

Clinical Instructor of Pediatrics 
Georgetown University 
Washington, D.C. 

Assistant Professor of Pediatrics 
University of Colorado 
School of Medicine 
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Pr o gr am Director 
Pediatric Housestaff Program 
University of Colorado 
School of Medicine 
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Pediatric Consultant 
Child Protection Team 
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Children's Hospitals, Denver, Colorado 
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Aug. 1974-Dec. 1977 


July 1975-Juiie 1978 


July 1977-June 1981 


Oct. 1977-Dec. 1977 


Oct. 1977-Juiie 1978 


Jan. 1978-June 1988 


Jan. 1978-Aug. 1980 


Sept. 1980-Aug. 1981 


Director. Pediatric Group Practice 
University of Colorado 
School of Medicine 
Denver, Colorado 

Director of Admissions 
Child Health Associate Program 
University of Colorado 
Denver, Colorado 

Co-Director, Child Health Associate Program, 
University of Colorado 
School of Medicine 
Denver, Colorado 

Associate Director for Medicine 
SEARCH/ AHEC Program 
University of Colorado 
Health Sciences Center 
Denver. Colorado 

Director, General Pediatrics Program 
Department of Pediatrics 
University of Colorado 
School of Medicine 
Denver. Colorado 

Associate Professor of Pediatrics 
University of Colorado 
School of Medicine 
Denver. Colorado 

Director. SEARCH Program (University 
of Colorado's Area Health Education 
Centers Program) 

University of Colorado 
School of Medicine 
Denver, Colorado 

Robert Wood Johnson Health Policy 
Fellow Institute of Medicine 
Nadonal Academy of Sciences, Washington. D.C. 
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Dec. 19S0-A)«. 1981 


Scjx. 1981-JuDe 1990 


Sept. 1981-JuDe 1992 


Jan. 19gS-JuDe 1990 


Sept 1986-Aiig. 1987 


JiJy 1988-Present 


July 1990-Feb. 1992 


March 1992-Pre3ent 


Lqislaiive Assistant (HeahfaX U.S. Senate, 
Senator Dave Duienberger (R. Mina.) 
Washington, D.C. 

Head. Section of Developtnenial, Psychosocial 
Pediatrics and Qiild Abuse 
University of Colorado 
School of Medicine 
Denver, Colorado 

Director, The C. Henry Kempe 
National Center for the Prevention 
and Treatment of Child .-^buse and Neglect 
Denver, Colorado 

Vice-Chainnan for Clinical .^ffiurs 
Department of Pediairics 
Universit}' of Colorado 
School of Medicine 
Denver. Colorado 

Interim Head. Section of General Pedianics 
University of Colorado 
School of Medicine 
Denver. Colorado 

Professor of Pediatrics 
University of Colorado 
School of Medicine 
Denver, Colorado 

Acting Dean 
University of Colorado 
School of Medicine 
Denver, Colorado 

Dean 

University of Colorado 
School of Medicine 
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April 1990 
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May 1992 

May 1993 
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Medical University of South Carolina 
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Boulder County Victim Assistance Program 
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C. Henry Kempe Award for S^ce to Children 
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of University of Colorado School of Medicine 

The Kempe Award, Kempe Children's Foundation 

Distinguished Child Advocacy Award. Division of 
Childrett Youth and Families. American Psychological 
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E. Heifer Award of American Academy of Pediatrics 
and National Alliance of Childien's Trust Funds 

Brandt F. Steele Award 
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1975 - 1978 

1976 - 1977 

1977 - 1980 

1979-1985 

1981 - 1983 

1982 - 1984 

1984-1986 

1984 - 1990 

1985 - 1989 

1985-1987 


Secretary, March of Dimes Task Force 
on Maternal and Infant Cate in 
Rural and Isolated Areas 

Consultant, Pedianic Cardiology 
Association Program 
Corpus Chtisri, Texas 

Consultant. Headstart Program 
Clie>’enne, Wyoming 


Faculty Advisor 

Academy of Child Health Associates 

Program Advisor, Robert Wood Johnson 
Foundation Rural Infant Cate Program 

Consultant 

Coitunission on Health and Welfare 
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Associate Editor 
Child .Abuse and Neglect; 

The International Journal 


Co-Editor-in-Chief 
Child Abuse and Neglect: 
The Interaational Journal 


Member, Board of Ditecton 
National Corrunittee fer the 
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Board of Directors, Robert Wood Johnson 
Health Policy Fellowship Program 
Instinite of Medicine 

President. Colotado Council 
for Child Prolectioo 
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Editor-in-Chief 
Child Abuse and Nqlecc 
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Chairman, U.S. Advisory Board on 
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Member, U,S. Advisory Board on 
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D epartment of Health and Human Services 

Member, Board of Denver Health and Hospitals 
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Council, Western Society for Pediatric Research 
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Council, International Society for die 
Prevention of Child Abuse and Neglect 

Director, Ambulatory Pediatric Association 

American Academy of Pediatrics 

American Professional Society 
on the Abuse of Children 

Elected, American Pediatric Society 

President-elect. International Society for 
the Prevention of Child Abuse and Neglect 

Board of Directors, American Professional 
Society on the Abuse of Children 

American Medical Association 
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COMMITTEE WORK 


1977-1979 

Member. Academy of Pediatrics Task Force 
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1982-1985 
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1987-1988 

Chairman, Public Policy Committee 
Ambulatory Pediatric Association 
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Cbainnan, American Academy of Pediatrics 

Committee on Cliiid Abuse and Neglect 

1988-1989 

Member, Youdi Protection Advisory Panel 

Boy Scouts of America 
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American Medical .Association 
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American Association of Medical Colleges 

1994-Pitsent 

Member, Advisory Board, Robert Wood Johnson 
Clinical Scholars Program 
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Member, Task Force on Medical School Finances 
Association of American Medical Colleges 
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tTxrr^/ipncn-t/ r^f\Kjnjrrr 

Member, Task Forte on Strategic Planning 
for Health Care Reform 

Association of American Medical Colleges 

I'WC 

Scmrcli CoBunittecs 

1978 

Member, Search Corrunittee for Dean 

CU School of Medicine 

1983 

Member. Seardi Committee for 

ChaitmatL Departrnem of Family Medicine 

CU School of Medicine 


9 



89 


1987 

1987 

1994 

Other Committees 
1975-1977 

1983-1984 

1985-1989 

1985-1990 

1985 - 1987 

1986 - 1988 

1987 - 1988 

1987-1990 

1987-1990 

1989-1990 


Member, Search Committee for 
Public Relations Director 
CU Health Sciences Center 

Member, Search Committee for 
Eievelopment Director 
CU He^th Sciences Center 

Chair, Search Committee for Director, 
Colorado Area Health Education 
Centers System 


Planning and Fiscal Policy Committee 
CU School of Medicine 

Faculty Senate 
CU School of Medicine 

Medical Indigency Task Force 
University Hospital 

Delegate 

University Hospital Medical Board 

Vice President 
University Physicians, Inc. 

Member, Clinical Enrichmem Committee 
Univeisity Hospital 

Chair, Alternative Delivery Systems Committee 
University Hospital 

Member, Joint AfSliation Committee 
for the Univeisity and Children's Hospital 

Chair, Pediatric Quality AssuiaiKe Committee 

Chair, Pediatric Department Promotions Committee 
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1990-Present 

1990-Piesent 

1990-Present 

1990-PTesent 
PATENTS HELD 
. None 


Member, Resource Council to the 
University Hospital Board of Directors 

Member, Audit and Finance Committee 
University Hospital Board of Directors 

Member, Education and Research Committee 
University Hospital Board of Directors 

President, University Physicians, Inc. 


REVIEW and referee WORK 

American Journal of Diseases of Children 


Pediatrics 
Clinical Pediatrics 

JAMA (Journal of the .^erican Medical Association) 

Journal of Clinical and Consulting Psychology 

Grant reviewer for Robert Wood Johnson Foiudation. 
Carnegie Foundation and William T. Grant Fouixlation 

Reviewer for Office of Technology Assessment, Congress of 
The United Stales Position Papers, 1986-1988 

Grant reviewer, Naticmal Institute of Justice, 1991-present 

Reviewer for National Academy of Sciences, 1993. 
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General Pediatrics 
Giikl Abuse and Ni^iea 

Health Policy: Ptinuny Cate Education for New and Traditiotial Health Professionals 




(PRINCIPAL INVECTIGATOR) 

1974 Food and Drug Administiation Measles VaodneEfScacy-S 1,600 

1978-1981 SEARCH Program (Colorado Area Health Education Centers) - HHS 

Contracts - $5,089,670 

1 980 Robert Wood Johnson Foundation, Health Policy Fellovtship - $35,000 

1983-1985 CMdhelp USA contract -$360,000 

1983-1986 Friends ofKempe Center Support -$850,000 

1984 Healthcare for School Age Children in the Nem Decade. HHS. HRSA - 

$60,000 

1986-1991 National Clinical Child Abuse and Neglect Resource Center, NCCAN, 

OHDS. HHS- $994,000 

1986-1989 Hope for the Children Support -$1J20,000 

1988 State of Iowa, Evaluation of Child Protective Services •S200,0(K> 

1989-1990 ComincmwealthofVitginia- Sexual Abuse Training $150,000 

1989- 1991 Keinpe Children's Foundation Support - $7S0,(XX) 

1990- 1991 State of Ohio - Sexual Abuse Trainitig - $80,000 

1990-1992 Colotado Trust, Rural Training for Child Abuse Professioaals - $150,000 

(2 years) 
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STATEMENT OP 
Marjorie R. Quandt * 
June 17, 1998 

Before Che 


Subcoranittee on Health 

of the Comnittee on Veterans' Affairs, US House of Representatives 

Mr. Chairman, you have invited me to discuss my vision of the future 

role of the VA health care system. 

First, let me state that if the current atmosphere and questionable 
support of the veteran health care system continues. the future role 
of the VA health care system is end game. Second, there is every 

reason to believe that if Congress will act without regard to local 
votes, we achieve better leadership in the executive branch, and 

veterans organizations will be rational. the future role of VA health 

care can be valuable not only to veterans, but to the general public until 
probably 2025. 

Before I describe my vision of VHA's future, let me state a few 
historical facts and present some veteran population data. 


The principle of caring for veterans of the United States actually 
predates the Continental Congress. The cost of that care was borne 
by the United States and individual states from the Continental 
Congress up until after WWII when legislation enacted by Congress 
greatly expanded benefits. All of these increased supports were 
directly funded by the US. It is only since market forces began an 
onslaught on medical care costs in the eighties and nineties, that 
dedicated US funding has appeared to peak. 


Assuming no future US wars, there will be fewer than 18 million 
veterans in 2015 and an estimated sixteen million in 2020. Veterans 

are currently 10 per cent of the population. In 2015 and 2020 
veterans will represent 6 per cent and 5 per cent of the population 

respectively. Those veterans 75 years and older will represent 22.4 
percent of the veteran population in 2015 and 24 per cent in 2020, 

while the truly old, those 85 years and older, will comprise 7.4 per cent. 


Let me give you an idea how long government support of wounded 

veterans must continue after a war. There were veterans of WWX who 

entered a military hospital in 1919 suffering from poison gas 

exposure, moved to a VA facility and were still in that same VA 

hospital in 1980. There are veterans of WWII who suffered spinal 
cord injuries in the 19408 and who will be treated after 2000. The 

same can be said for thousands of psychiatric patients from that seune 

period of service. Certain Vietnam Conflict veterans will experience 
similar needs for health coverage. It is safe to say that veterans of the 
Gulf War Conflict who have been treated since 1990-91 will still be 
treated in 2060 and beyond. The cost of war is not just the cost 

for the period of conflict; it is an ongoing expense. "The price 

of freedom” is visible daily in DoO and VHA facilities, and it is a price 
that an ethical government must pay. 

Why do I claim those who would expand VA's patient base by 

permitting Medicare eligible veterans to enter VHA facilities, allow 

so-called Category A veterans to go to the private sector at VA 

expense, or provide coverage to wives and children regardless of 

eligibility category, are promulgating end game to VHA? Each 

and every one of these proponents has forgotten the primary purpose 

of VHA: to care for those with service connected disabilities and 

the least able to pay for their own care. Some sociologists and 

ethicists would call this latter group the least fortunate among us. 

One has only to look at the income level of other than service 

connected to realize that VHA has been a system for poor veterans 

for well over 40 years. While the VA has been described as caring 

for all eligible veterans, the medical program has only been funded 

to care for the service connected and ‘least fortunate* veterans. 


^Former ACHD/Director , Strategic Planning. VHA-DVA; Former Executive Director, 
Commission on Future Structure of Veterans Health Care, DVA 
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Historically this funding equates to coverage of some 10 per cent of 
the total veteran population, or about 23 per cent of the service 
connected and poor veteran population at risk. These efforts to 

enlarge the patient pool come too late in the evolution of our 
national health care policy %^ich now more than ever embraces market 
place competition. 

To move beyond the historical funding practice now pits what is 

left of the VHA system against the massive market force of the 

private health/medical sector. By its very size VHA cannot conpete 

with it. A system which represents 3 per cent of the nation's 
expenditure on health cannot compete against the other 97 per cent 
of expenditures. This may be what certain proponents want — an excuse 

to close out a dedicated veterans system. Those who would extend 
contracts, certain sharing agreements and admit "rich* veterans with 
insurance to VHA ignore the fact that professional capability is not 

what it was five years ago, and certain capacities no longer exist. 
This presents the tempting opportunity to admit these economically 
better off veterans ahead of poor in order to gain funds. These 

"patches* also run the risk of eroding quality of service to the 

service connected. Those who would change eligibility to include 
family members. beyond service connected family members now entitled, 

ignore the expense to modify the system to care for these new 

beneficiaries. The Medicare subvention ploy is another specious 

effort. Who has done a market survey to determine how many veterans 

with Medicare truly want to come to VHA? Will application forms be 
revised to determine if this is a veteran who now seeks VA care 

because he is suddenly declared eligible. or will VHA automatically 
begin billing Medicare for any veteran with Medicare? How deep will 

be the discount VHA must give Medicare? Will it come anywhere near 

covering VHA costs? As far as I know you have yet to see a valid 

cost comparison between Medicare's cost coverage in the private sector 
and VHA's costs. Without Congressional barriers, how much of Medicare 
funds could start flowing to VHA instead of into the private sector? 

In my view none of the sponsors of these rescue efforts have 
considered the whole picture. They have taken one piece of the 

puzzle and applied it. Some are well meaning; others have a vested 

interest. One or tMto In my mind are wolves in sheep's clothing. There 
is an aspect of market place activity which Congress would do well 
to permit the VA at the earliest opportunity. The Secretary must 
have authority to sell certain facilities and invest the money 
received in the market in order to gain capital for direct patient 

care. Congress should amend USC Title 38 to permit the sale of 

unused VHA physical plants with active investment of proceeds in 
private or government instruments. If VA is to maintain quality it 
must be able to raise money for investment purposes to obtain additional 
capital to provide quality care. 

In addition to using the market to raise funds. VA must also take 
a hard entrepreneurial look at its residential progreun. The domicilary 
program is one whose purpose is no longer necessary or especially 

effective in the current health care delivery environment. "Dorns" 
are retained more for sentimental reasons because the "Dorn* was the 

first program in VHA. VA would better serve this group of persons 
by testing and then implementing a life care system. These should 
be either VA funded or leased with veteran co-payment. an expanded 

community residential program. an arrangement with veterans organization 
or States, or some other innovative supportive living program paid for 

by the veteran with health care provided by the VA. At an average 
obligation of $80.82 per patient day in FY 1997, VA's residential 
program costs about $30 more per day than some of the best, 
continuing care centers in the country. The amenities and life style 
in the latter far exceed VA's residential care. 

With a revised USC Title 38, VHA could accelerate its moves to 

increased outpatient and other non-bed care. In order to gain capital 
to fund health care for veterans in the future, VHA must have the 

capability to move care sites as the population moves. This cannot 

be done by retaining old facilities or excess space. In January 1996 
there were 6 million square feet of unneeded space in VHA 

facilities. To the extent this must be kept clean, heated and cooled, 

maintained and secured. it is a drain on direct patient care. Nor 

should VA be permitted to build any new or replacement hospitals or 

bed towers. By 1999, 90 per cent of VA hospitals representing 85 

per cent of beds will be in facilities over 29 years of age. 
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Congress should establish a law that VHA will build no more medical 

facilities, but will lease space in existing private sector sites 
suitable for managed care. It is time VHA emulated some of the 

states which are leasing or selling facilities to gain revenue. I 

refer to West Virginia and Maryland which are making psychiatric 
facility sites available for hotels and resorts. Biloxi and Perry 
Point, to name two VA units, are ideal sites for alternate uses. 
Northport, Lyons, Dublin, Lexington, Reno, Jefferson Barracks in St. 
Louis, White River Junction, North Chicago. the Brentwood section of 

Los Angeles, Roseburg, and part of Palo Alto would be suitable for 

coRinercial or residential developments. Prescott. AZ, is an ideal site 
for a senior retirement cononunity, not only because of climate, but 
because of its proximity to a community college. 

Based on .7 beds per 1000 veterans, the current rate of beds in 

VA. the following states will not ' have enough veteran population to 

support a ISO bed general-medical acute hospital in 2015: Alaska, 

Arkansas, Connecticut, Delaware. District of Columbia, Hawaii, Idaho, 
Iowa, Kansas, Maine, Mississippi. Montana, Nebraska, Nevada. New 

Hampshire, New Mexico, North Dakota, Rhode Island, South Dakota, Utah, 
Vermont, W. Virginia, and Wyoming. These physical plants should be 
sold or converted as discussed above. In return for the closed 

facilities, VHA would provide managed care in free standing, modern 
OPCs. The number would depend upon the planning module used. It is 

my understanding VHA no longer publishes policy planning modules for 

clinics. Using the rate of 6,000 veterans for a community based 
clinic, or 25,000 veterans for a free standing more sophisticated clinic, most 
of those states would attain more dispersed and accessible veteran 

health care. It will be necessary for ViSNs to negotiate the rate 

paid for inpatient care in private sector community hospitals. " VHA 
medical staff will be required to meet credentialing and medical staff 
requirements in order to provide care in the private sector facility. 

All other states will be faced with closing one or more facilities. 
These should also be sold or converted. There will be a need for 

only 1300 acute beds in California compared to more than 3300 in PY 

1996. Similarly Florida's need will go from more than 2100 beds to 

about 850. As mentioned New Mexico will not have a veteran 

population to support a 150 bed facility. It is possible by 2015 
that the Albuquerque Federal Health Center will be totally DoD 

operated with provision for some 89 beds for veteran care. Even 

today there are insufficient inpatients to make the new GM&S unit at 
North Chicago viable; this should be transferred to Great Lakes Naval 

Training Center now to save taxpayers' money. 

By taking the above actions, VHA can gain more working capital 
through reshaping its delivery program. This will not solve the 
entire funding problem, but will allow greater concentration of dollars on 
direct care of the core group. 

Let me now turn to the other half of my vision for the future. 
There is a second major federal health care program currently facing 

serious problems: the Department of Defense <DoD) system. This is 
another group of citizens being ill-served by budget negotiations and 
protection of other national priorities. 

The requirement to fund a smaller military while retaining unneeded 

bases and buying expensive equipnent and weaponry, has diverted needed 
monies from primary responsiblities to our military forces: adequate 

housing and other infrastructure necessities and maintaining a health 

care capability at readiness standards. DoD's medical care program 

cares for a largely healthy, young population of active military and 

dependents. In fact, day-to-day, the DoD system cares for women and 
children. Retirees and their dependents because of decreased funding 
believe they have been abandoned by a government that promised them health 
care. 

Perhaps there is recognition at last in the FY 1999 budget that the 

country has no idea what defense truly costs. There is a move to 

improve budgetary presentation of future costs of veterans benefits and 

ensuring they are paid up-front. It is believed this would not only 

solidify the promise we have made to military members, but also 

ensure that the public realizes all the important pieces of 

maintaining the world's strongest national defense. 
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I would like to think that a guilty conscience caused 0MB executives 
to include the following paragraphs on page 154 of the FY 1999 budget sent to 
Congress : 


*The Nation has long viewed veterans programs as a key way to 
attract the high-quality people needed for our volunteer 
armed forces. Americans recognize veterans benefits as an 
appropriate part of the compensation provided for service in 
the military. Veterans programs are inextricably linked with 
national defense; without defense, veterans programs would 
not exist. 

Because the Veterans Affairs Department funds and administers 
these benefits, however, the Federal Government has accounted 
for them differently than other defense-related budget costs. 

They appear in the budget's Veterans Benefits and Services 
function, not the National Defense function. Also, the 
budget does not report the full size of these obligations. 

Rather than recognize the benefits and future Federal 
obligations that military members earn through their service, 
the budget reports only the amounts paid in a single year to 
veterans. Thus, neither the Defense Department (DOD) nor 
Congress gets a full picture of defense personnel costs when 
making decisions about the size and scope of our military, 
making it far harder to consider which package of benefits 
might best attract and retain quality military 
personnel * 

Can Congress honestly say that DoD has the proper number of medical 
specialists in its ranks should we enter another large scale military 

effort? Does Congress believe that DoD is sufficiently staffed for 
the future care of casualties as the US keeps up its world 

policeman role? It is said there will be only two great powers in 
the future: America-Europe and China. Futurists claim any other 

combination of powers, or a China-India-Iran axis will put us back to cold war 

status . 

The military and veterans* health care systems have much in common. 
Each is a direct responsibility of the US Government; one to protect 
national security and the other because national security was protected 
at specific points in time. Both progreuns require a direct are 

component; both possess research and education functions which must be 
maintained for readiness and quality, and both make a contribution to 
the health of the general civilian population. 

On ' January 15, 1998, I was invited to appear before the 

Congressional Commission on Servicemember and Veterans Transition 
Assistance to discuss forecasts for the 21st century. The question to 
be answered at the health care section on projections, predictions and 
trends was: will the benefit programs in place today meet the needs for 
tomorrow's veterans? 

My conclusion was that if both DoD and VHA continue on their 
present paths that servicemembers and veterans will be ill served by 
their country. It is the vision of the future I explained on January 15. 
that I would like to explain to you now. 

The DoD health care system covers 3.4 million beneficiaries comprising 
active military, active guard and reserve and retired personnel and 
dependents. VHA cares for 3.1 million patients. including a small 
number of sharing patients. Between the two systems there are at 
least 331,000 full time equivalent employees. Both have widely 

dispersed facilities, some in the same community. There are economies 
of scale to be achieved by more closely aligned operation of these 
systems. A federally sponsored managed care organization of 6.5 

million citizens is two-thirds the size of the current Kaiser-Permanente 
program. 

1 am aware there has been considerable antipathy over the years to 
a formal merger of federal health care systems. 1 am also aware 
since my discussion in January VA people have taken a rather 
pragmatic view of the proposal, but DoD representatives are unimpressed. 

My proposal melds the two federal programs through closer adherence 
to existing cross-servicing and sharing agreements for the foreseeable 
future, and would lead to one service under DoD by about 2015 to 
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2025. This allows DoD and VHA to retain selected facilities, pay 
systems, rank and grade structures, and solidly plan a formal 

merger. Education and research programs could continue independently, 
or where desirable, combine. The back-up requirement of VHA would be 
sustained, and perhaps better placed. 

My discussion has said little about DOD, other than Congress's 

remembering its ethical duty. That is because I believe given a 

choice. Congress will fund the arm of government needed to protect 

the interests of the country as a whole. If the US is to have the 
quality military system required for its role, monies must begin to 
move toward DoD. The dwindling size of the veteran population is 
also not lost on law makers. 

If one looks at workload, DoD should assume all acute care for DoD 

and VHA. In some cases this would mean the duty station for active 
military medical corps personnel would be in VHA facilities. It is 

entirely possible a OoD active duty member would serve as Director or 

Chief of Staff, as well as Service Chief in VHA facilities. VHA 
should increase the number of community based clinics in at least 
nineteen states where it will provide acute as well as other levels 
of health care to veterans, military retirees and eligible dependents. 
In all instances rehabilitative, psychiatric and subacute care would 
be provided by VHA personnel in VA or DoD facilities. Thus, every DoD 

facility will have VHA clinical staff assigned to it. Just as a DoD 

physician could be a service chief in a VHA facility, a VHA 

physician will be the service chief in many DoD units. Conducting an 
acute care mission will enhance DoD’s readiness responsibilities; 

chronic care is a mainstream strength of VHA. This type of "triage" 
between the two systems makes the best use of both. 

To the extent that an active military is cared for in a VA site 

or vice versa there should be fund transfers based on cross-servicing 
at capitated rates. Both systems have moved toward capitation and a 
joint task force could work out the financial exchange. 

There will be a need to change USC Title 38, and USC Title 10. to 

allow admission of dependents without regard to other priority of 

primary beneficiaries. Any other legal restriction which prevents an 
easy movement of beneficiaries between the two systems should be 

removed, including barriers for retirees and eligible dependents. 

On March 27, 1998. VA's Under Secretary for Health's Special 

Committee on the Treatment of Veterans with Serious Mental Illness and 
the Connecticut-Massachusetts VA Mental Illness Research Education and 
Clinical Center sponsored an interdisciplinary conference of VA and 

non-VA national experts to examine the obligation to the least well 

off in setting mental health service priorities. The consensus 
statement from this conference declares "civilized societies have a 
deep and irrevocable obligation to people with serious mental illness." 

The very same moral obligation exists for a country whose military 
have suffered catastrophic and other injuries in that country's 

defense. The same moral obligation exists toward the least well off 
members of society who entered the military and came away from 
service unble to adjust to the society they re-entered. 

The current funding, support mechanisms for both DoD and VHA health 

care systems are designed to bring about very weakened programs. Some 
of the sought after funding mechanisms are seen to be drying up. At 

the most these programs, such as MCCR, offer relief only on the 
margin, and it's a very small margin. Other plans to pit the 
federal sector against the private sector through subvention of 

Medicare funds can only lead to continued dilution and unnecessary 

battles for patients. The end game now in progress will be messy to say the 
least . 

For those who would abolish the veteran health care system, there is 
a lesson to be studied north of our border. It has taken more thar 
25 years for the Canadian Government to divest itself of the sixteer 
veterans' hospitals it operated. The closure of that system was not 

inexpensive. It required the federal government to make capital 
improvements in the facility, pay each province in which there was a 

DVA hospital a grant to accept the hospital, as well as a func 
protecting the transferred en^loyees* retirement rights and benefits. 
(There was no excessing or selling facilities as VHA did early ir 

the Vietnam Conflict.) Canada could take this step because it had i 
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national health insurance program. Further it ' had acquired no large 
number of new veterans since WWZI. The picture is tot'ally different in the US. 

I 

Merging the DoD and VHA health systems would not be the first time 

programs in the US were re-organized. The size and funding of both 
programs, with innovative leadership, could be fashioned into a high 
quality system by the early 2l8t century which will fulfill the 

obligation of a moral nation. 
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AtncriccA Aswctanon 
of DcncaJ School* 


l«3S M«u»chuictts 
Avtfitie, NW 

VathJnirion. DC 

lOOM-3313 


hily 1. 1998 

Tho Hooorftbic Clifr Steoma 
Chftimian 

Vetoraos’ Aflwra Subcommittee on Health 
U S. House ofRcprcecsilatrves 
Room 338 Caonwi House Office Bldg. 
Washuigten. DC 20515 


Dear Chairman Steams. 


303.667 9433 

On behalf of cbo American As s ocia t ion of Dcotal Schools (AADS). I would like to submit the 
following comments coocoming Tkt Ftnurt tht Ktfera*.* Htmtkcan SytUm for inchiSKM) 
in the June 17. 199S hearing raeord 


AAOS repcescfits ail 55 dental schooh in the Uohod Siacee. as well as advaacad deeital 
education, hoepital dental reaidency programs, and allied denia) cducaUoo iastiCutiofts. U is 
within ttMse institutiofis that future practitioners, educators, and rescarchen arc trained, 
signifkaot dental care provided; and the majority of denial research conducted, AADS is the 
one national organiiatiop that speaks exclusively for dsotal education. 


The Baboo's dental schools have forged strong bee with their local VA BwdKtl focilities 
be c aus e of the VA't important rok in die educational and training process in deobstry. Each 
year over 1,000 dentists and 1^00 decani rcaidenu rocsts through the VA health system, 
reaping the benefitB of working with cxpcricocad cliaidans and capofurc to complex pabent 
troatmera eases rendering an excellcM clinical experience as pan of dicv traioiag. The VA 
bmcfHs from this relabonship through (ho coatribution dental rcsidcDcy trauung has made lo 
the quality of care rendered at VA medical centers and affiliated patient care settings. 

We applaud tho VA for rastructuring its hcaltbcart delivery system to respond to changes in 
the marketplace while continuing to provide the highest quality of care (o our nation's 
veterans The VA's now emphasis on primary care and disease prcvcrnion through the 
implementation of innovative programs in ambulatory care and in community-basod setuogs 
provides opportumbes to enhance the partnerships betvreon the VA and the nabon's dental 
schoob Comnianicy>bascd settings are primarily whare undereerved populatiofis receive 
dental care a id where many dental residents receive their training. Our member schools arc 
eager to explore enhanced relabonships with the VA both at the predoctoral and poAdoctoral 
teveb in dentistry. The AAOS seeks support from the Congress and the VA central office as 
expanded partnenhips are pursued at the local leva! in areas such as aharad residoocy rapport 
and innovabve training and pabcot care acbvibes. 


• • • • 


m 

a405*ia2S*is»a 


’UltSASY 


As the VA continues to undergo rasmieturing to rricct the needs of our nabon's veterans in the 
21" century, the AADS stnaigly urges the VA lo emphasize interprofessional collaboraboo in 
all of its patient*carc activities. We believe the VA can achieve greater efficieocks by 
becoroing a catalyst for training and patient care programs that fester a cloeer working 
rdaltoaships among pbyskiaitt, dentists, and other hsiakh care professionab. The VA kiould 
be a model for foUy iotegrabng oral bcaJth into the primary care delrvecy system and develop 
interdisciplinary modeb of care that incorporate an oral beahh professiooal as a key member 
of the pibfltd's primary earn team. We. asa nation, must focUtCetc ffrcaicr public awarencas of 
die iraeiTcUtKiftship of oral health to getraral health and the intarralabonship of oral diseases to 
systemic diseases, through public beahh policy, beahh professions educabon and traming. and 
the delivery of petkni care through our hcahh care system. 


lha 303 667.0642 
Internet. 

Ssdrgbad* Jhu.cdu 
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AADS supports the recent recommenditioos made by the VA'» Special Medical Advisoiy 
Group calling for the Va to increase opportunities for the education and training of associated 
health professions, and wt hope the VA will use this oppoituoity to increase its munber of 
dental trainiag positikias The AADS is very co ncere cd over the lots of some dental training 
programs during the initial implemeetfalion phase of the VHA rootganisalioa. Wc believe, 
however, that the Committee’s reoommeadatiem is rofleetivc of the need to address carront 
workforce trends 

Dentistry docs not have the problem of excess praebtiooers In ftet. having reduced denial 
school enroUmcDt by one third, dentistry is now ftced with a probable shortage early ui the 
next century. As you may know, there are net enough dental residency training positions to 
accommodate U.S. dcoCal school graduates. In its 1995 study of dcutai education, the Inshtiite 
of Medicine (lOM) fecemmended that postdoctoral midcney training in general dentistry or a 
specialty program be available for evary dental school graduate, and that this goal should be 
achieved within five to tn years. Wc hope the realignment of the VHA’s associated health 
professions tramiog programs will result in an increased number of dental traiaing poeibons. 
making significaiU progress towards the lOM's rBcommended goal. 

As the VA strives to increase access to primary care by exploding the training opportunities in 
the antncistcd bsahh profosions, there must be a recognioon of the overwhelming debt 
burden youag people undertake when choosing a career to oncer the deotal profession. 
Barriers such as d^ and insurance coverage have led to geographic and popuUtion-hased 
underserved communities, including those sligible populsho&s Served by the VA bcakhcare 
system, which often have little or no access to primary oral health servtcei. 

Research training provided throu^ the VA and other Federal programs u extraordinarily 
important to dendstry as dental education responds to the significant scientific shifts within 
the profession These advances require changes in today's dental faculty and the pruparaoon 
of new foculty able both to coovey this knowledge and to conduct the quantity and quality of 
research related to craniofoaal diseases and disorden in the academic corrununity in order to 
enhanci: ihe boakfa of the public. 

On average, fewer than one clinical scholar or potcatul clinical scholar graduates fiom each of 
the nation’s SS dental schools anoually. At least 200 graduates per year are necessary too 
supply the institution’s needs, roughly four times the number beii^ pn^ucod in 1 990. Thus, 
there is a shortage from two points of view one, to address the research needs and two. to fill 
foculty slots with capable clinicians, teachers, and researchers. At least 50 percent of a dental 
school's focuhy should be clinical scholars. A significant increase in training support would 
subftarsially alleviate the shortage of oral beahb researchers by CDCouraging graduates with 
climcal degree* to enter careers in research and acadenus 

While there are subscanhaj costs associstcd with starting a dental practice, decisions to pursue 
careers in clinical research and serving disadvantaged, undcrinsured and uuiosiued 
populations, arc significantly toflueoced by the graduating debt of dent^ students The 
average indebtness for 1997 dental school graduates reporting d^t was over S94.000. an 
increase of almost 12 percent from 1996 Thiity>four percecd of graduates of private dental 
schools repotted a dete of $150,000 or more, whereas 32.5 peroeot of graduates ftrom all 
dental schwis rcpoctsd debtof over $100,000 
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Given the hi^ debt load dtat many graduatmg deedisti incur, it ii no wonder that many 
chooae to tttxr private practice, in which the average oet inoomc of hiU-time dentaJ 
practitioocfi haa increased 33 percent from 1990 to 1994. from S94.200 to S 125,730. We are 
concerned about the VA'* coutiaued ability to recruit and retain dental praedtioneo given the 
hi^ return on ihe eddcatiooai inveatmaat found in private practice One way to addreas tbeae 
needs would be throu^ the creation of Fodcrai loan fb^veness programs ai^ increased 
funding frir ttminiog designed to eocourage dentists to pursue careers m dental public hcaltK 
a c a dr . m >a. and research. As the rastructunog of the VA healthcare system continues with an 
eye to the fiitum. the AADS would like to work with the VA to develop strategies to ensure 
that tfaeac remain vinhle career optieas. which sdll also ensure that there is an ^equate supply 
<4 welMrainad profeuiooaJs to meet the oral health osads of our nation's veterans. 

Once again, tha AADS thanks you 6Dr the opportunity to present our views on 7%t Futuft 
tkt Vturmns Hemthevt Sfsttm. 
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Po«t-H6ar1ng QuasUons 
Concarning the June 17, 1998, Hearing 

for 

Dr. Kenneth W. KIzer 
Unrier Secretary tor Health 
Department of Veterana Affaire 

from 

The Honorable Lane Evana 
Ranking Democratic Member 
Committee on Veterana' Affaire 
U.S. Houae of Repreaentativee 


1 . Or. Kizer, you are to be commended for compelling VA to find efficiencies that 
we could not have imagined the agency producing five years ago. I also know 
VA has developed a number of ways of assessing VA's adherence to prevention 
and chronic disease care guidelines that really are state-of-the-art. You have 
attached some of VA's quality Indicators to your written testimony. You and GAO 
testify that quality is improving. Why do you believe that VSOs still perceive that 
many of the transformations taking place in VA are uHimateiy threatening to at 
least some of the quality of care veterans receive? 

Response: The Veterans Health Administration (VHA) is engineering 
unprecedented organizationai change. Americans have tradHiortaily associated 
heaithcare with hospitals and procedures. As we have moved to more outpatient 
or ambulatory care, we have closed beds, developed non-hospHal/non-traditional 
treatment programs, integrated medical centers, and contracted for care. All of 
this has moved things away from what is comfortable and famiiiar. This change 
in process of care is especiaily unsettiing in some key veteran health areas such 
as spinal-cord injury (SCI), blind rehabilitation and post-traumatic stress disorder. 
Data so far support the changes, but the VSOs rightly want to see the outcomes. 

Efforts are beirrg taken to inform VSOs of the positive improvements in care 
occurring in our facilities across the nation. Our mid-year report on Network 
performance data continues to show improvement in the quality of care provided 
to veterans with diabetes, hypertension, and obesity. Rates of immunization and 
screening to assure early detection and treatment of cancer and alcohol abuse 
have increased markedly. Care is being shifted to ambulatory settings, and 
increased emphasis is being placed on patient safety, risk management, and 
customer satisfaction. Our commitment to full disclosure of information that 
bears on veterans' knowledge of care provided is embraced in the work currently 
undenway related to the Consumer Bill of Rights. We will continue to work 
diligently on every front to increase veterans and VSOs confidence in ongoing 
quality improvement in VHA. 

2. Or. Kizer, I agree with your statement about those who 'lament the vagaries ol 
the market driven... healthcare system* yet see fit to turn over a number of VA's 
functions to the private sector. But strategic plans for VA seem to indicate that 
VA will be doing far more contracting in the future. Are there certain VA functions 
that only VA should manage or provide? What are they? 

Response: It continues to be our position that VA should have authority to 
manage ajj medical care delivery functions with the greatest degree of flexibility 
for the benefit of veterans. Having said this, though, it is worth once more noting 
that healthcare delivery is a local activity. In certain situations it might be 
necessary to contract out for certain services to provide the best care or to obtain 
the best value for taxpayer dollars. This is a well-tested principle that has worked 
well tor veterans over the years. Recently, VA has been given addHional 
authority to contract for services. This gives us additional flexibility, which we 
need to build a more supple and responsive delivery system. Having the ability 
to contract out is not the same as abandoning any functions, but rather it is a 
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further opportunity for gaining another option to provide for the medical care 
needs of veterans. 

3. How can VA assure that incentives for finding savings in veterans' healthcare 
do not perversely influence those providing care for veterans In VA or 
elsewhere? 

Response: The performance measures for which Network Directors are held 
accountable advance the strategic goals of the VHA. The measures are divided 
among five domains of value • cost, technical quality, access, patient reported 
outcomes (service satisfaction), and functional status. These domains provide a 
check and balance system. For example, in the cost domain, there is a measure 
to reduce bed days of care which will ultimately assist in shifting care to an 
ambulatory care setting; however, we need to ensure that patients are not 
adversely affected by reduced inpatient care. Thus, we have measures in the 
domain of patient reported outcomes that assess patients' satisfaction with their 
care through annual patient surveys, as well as other technical quality of care 
outcome measures. 

4. Are you aware of any evidence from VA's own studies or elsewhere that 
indicates shifting mental health programs like PTSD or substance abuse 
treatment from an inpatient to an outpatient basis impacts the quality or 
effectiveness of services delivered? Were there any considerations, other than 
fiscal ones that lead to VA's decision to transfer so much of this care? 

Response: While fiscal considerations were important, there were other 
reasons to promote a shift of care from Inpatient to outpatient services for PTSD. 
Among these other reasons was the desire to improve both accessibility and 
patient satisfaction without sacrificing quality of care. It should be noted that 
even before this shift of services occurred, two-thirds of VA care for PTSD was 
provided on an outpatient basis. Furthermore, the shift from inpatient to 
outpatient care has not eliminated the availability of inpatient or residential 
specialized PTSD programs for veterans who need such levels of care in most 
parts of the country. We are currently examining in greater detail the impact on 
quality and effectiveness of services with the shift from inpatient to outpatient 
care. We do know that the numbers of veterans receiving both inpatient and 
outpatient care for PTSD has increased, and we publish the resuKs of our 
ongoing monitoring of VA's PTSD programs in reports from VA's Northeast 
Program Evaluation Center (NEPEC). We also are analyzing issues such as 
numbers of veterans served and locus of care across the past three years: this 
analysis should be complete by the end of September 1998. It will encompass a 
longitudinal analysis of the PTSD Special Emphasis Program Measures, which 
include measures of quality of clinical programs. In addition, we currently are 
gathering baseline data on patient functional levels, using measures such as the 
Global Assessment of Functioning (GAF) scale for PTSD as well as for other 
disorders. As we continue to gather GAF and other data on quality and patient 
functioning, we will be able to document the effectiveness of services delivered 
over time. Likewise, we will be able to make course corrections if such are 
needed. 

5. Or. Kizer, the President asked VA to identify and respond to deficiencies its 
healthcare system had in complying with standards the Administration developed 
and would require other managed care providers in the private sector to adhere 
to should the Tatient Bill of Rights' he forwarded to Congress become law. How 
did VA respond to this executive order? 

1) Infonnation Disclosure 

VA has information available that would assist its consumers in making 
informed healthcare decisions. Although much of the information is 
already provided to our consumers, there remains variability within the VA 
healthcare system on what and how information is provided to patients 
and their families. Under Eligibility Reform, PL 104-262, VHA is able to 
provide needed medical services in the most clinically appropriate setting 
for enrolled veterans, rather than being constrained by previous statutory 
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restrictions that placed limitations on care depending on a veteran's 
eligibility status. Information on the Uniform Benefits Package for VHA will 
be provided to veterans as part of the Information package given to 
veterans when they enroll. Information on customer satisfaction surveys 
is required to be posted in public areas in each facility. 

VA collects a variety of information regarding it's health care 
professionals, includirtg credentialing information, provider profiles and 
performance information. The Department does not routinely provide 
such information to patients and families. Due to Privacy Act issues, not 
all information can to disclosed, but for all information that is releasable, a 
decision will to made on how to provide this information to consumers. 

VA has the authority and will take action to comply with the Consumer Bill 
of Rights in this area to ensure more uniformity in regard to information 
disclosure. VHA is taking action to ensure consistent information 
disclosure throughout the VA system. 

2) Choice of Providers and Plans 

Within available resources, VA provides access to sufficient numbers and 
types of providers to assure that all covered services are accessible 
without unreasonable delay. VA will continue to focus on perfomnance 
improvement by providing totter access through community-based 
outpatient clinics, sharing agreements and provider contracts. 

At this time. Continuity of Care, as defined by the Bill of Rights, would not 
to an issue lor VA. VA does not anticipate having to involuntarily disenroll 
any veteran except those guilty of enrolling under false pretenses. 

3) Access to Emergency Care 

Note; Issues concerning emergency care are under OMB review. 
Additional information will be provid^ under separate cover. 

4) Participation In Treatment Decisions 

VA clearly meets or exceeds both the letter and spirit of this section. 

5) Respect and Nondiscrimination 

VA clearly meets or exceeds both the letter and spirit of this section. 

6) Confidentiality of Health Information 

VA clearly meets or exceeds both the letter and spirit of this section, but 
will continue to give VHA personnei ongoing instruction on patient rights 
and privacy rights and individual responsib'dity through the VHA Office of 
Empbyee Education. 

7) Complaints and Appeals 

Although VHA has patient advocates and other appeal mechanisms at 
each facility, there has not been a consistent process, including external 
review, to toal with clinical decisions. A VA-wkfe work group was formed 
to analyze this complex issue and submitted their recommendations to me 
a lew weeks ago. On July 2, 1998, 1 accepted the recommendation to 
enter into a national contract with an outside organization to handle 
external appeals and directed that a task force to established to 
implement this decision. This action will bring VA into compliance with the 
Bill of Rights in this area. 

8) Consumer Responsibilities 

VA will develop and provide its patients information on patient 
responsibilities. Patient responsibilities will also remain an ongoing part of 
VA's patient education activities. 

6. Why has VA been reluctant to support my bill. H.R. 3702 that would allow VA 
to reimburse emergency care to veterans enrolled in VA for healthcare? 
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ResponM: Issues concerning emergency care are under OMB review. 
Additional information win to provided urrder separate cover. 

7. Committee staff was briefed on the enrollment process this winter and were 
told that VA would begin enrolling veterans in February or March. Ifs now June 
and I'm told that VA has not yet begun to enroll veterans and hasn't even finished 
its enrollment application form. What's the hold up? When should we anticipate 
enrollment to b^in for the fiscal year beginning four months from now? 

Response: VHA began the enrollment process on June 29. 1998. The new 
enrollment fomi is in the draft regulations, which have been cleared by OMB and 
have been published at 63 Fed. Reg. 37299 (1988) (to be codified at 38 C.F.R. 
Part 17) (proposed July 10. 1998.) 

8. You have heard the VSOs express concern about the enrollment process 
limiting care to current users. Where do you anticipate the threshold for enrolling 
priority groups to lie (In other words, what priority groups may be left behind)? 

Response: The VA has decided to enroll all seven priority groups in FY 1999. 
We believe VA resources will be sufficient nationally to support the demand for 
senrices, although I would not be surprised if some facilities or VISNs required 
assistance from reserve funds. 

VA has good infonnation about veterans who have used our healthcare system, 
but not about those who have not. After examining several different assumptions 
about the possible behavior of new enrollees - e.g., how much they might use 
the system and for what services, VA decided that VHA could meet the demand 
lor services from these veterans who have never used the system, in addition to 
current users. We will be maintaining a resenre of at least $125 million in 
Headquarters to rapidly adjust for any funding imbalances that might occur at the 
networtr level. In addition, we will be tracking utilization figures monthly to 
identify any shortages of certain specialist services (e.g., orthopedics) which may 
be in relatively short supply. In the near term, it is quite possible that some 
VISNs and/or facilities may experience longer waiting times for some services. 
However, I expect such problems to be resolved as networks expand their staff 
or contracting arrangements to cover the increased demand for senrices. 

9. Explain, in your own opinion, why you think the nation needs a healthcare 
system devoted to veterans. Why will it continue to require such a system in the 
foreseeable future? 

Response: The Nation has made a commitment to its veterans to ‘care for him 
who shall have born the battle,* a promise that should not and cannot be 
abrogated based on economic considerations alone. Veterans have health 
problems that are unique to their military service and that require specialized 
expertise and programs. 

In addition, the VA healthcare system is a national asset with billions of dollars 
invested in infrastructure, medical sen/ice systems, and education and research 
assets. The nation would become poorer if VA facilities were arbitrarily 
downgraded or eliminated. 

Finally, the VA healthcare system has become an important social and medical 
safety net for homeless and poor ex-soldiers who could not easily obtain care 
anyvmere else In a timely manner. For example, VA provides a significant 
portion of mental health admissions in the United Stales. Most of these veterans 
have no jobs and no health insurance. Even those that have jobs may not have 
access to mental health services because many insurers exclude or severely 
limit the provision of such care. Abandoning chronically ill artd seriously mentally 
ill veterans would result in serious ethical and social problems, raise acute public 
policy dilemmas that state and municipal governments would find impossible to 
solve without additional federal funding. If VA ceased to exist, veterans who 
depend on VA for such services would be left without needed care. In addition. 


4 



114 


some of VA’s functions (e.g., emergency management) are inherently 
govemmentai and are not now provided by any other agency. 

10. WA today testified that they are very concerned about the Hepatitis C virus 
that some state may be affecting the veteran population in epidemic proportions. 
Has VA considered Including a screening measure for veterans at ri^ of 
Hepatitis C exposure on its Preventive Care Index? 

Response; The intent of VA's preventive care index is to assess risk behaviors 
(tobacco or alcohol use), appropriate use of immunizations to prevent disease 
(influenza, pneumococcus), and early detection of cancer where recognition may 
lead to better outcomes. Greening per se is not preventive. Instead the 
screenirtg delineated in VA's Information Letter establishes a diagnosis of 
hepatitis C, and should not be included in the Preventive Care Index. VHA also 
is very concerned about the magnitude of this problem and is in the process of 
establishing a center that will be specifically focused on hepatitis. 

11. VA also does a high volume of care for veterans with the HIV virus and 
AIDS. Are you considering including this measure for veterans at risk of HIV 
exposure on VA's preventive care index? 

Response: The VA is the largest single provider of HIV care and services in the 
United States. Concerning screening for HIV, every VA facility has the capability 
for HIV testing which takes place for a variety of reasons. Veterans may request 
testing and it is offered when medically appropriate such as when veterans 
present with medical conditions suggestive of immune deficiency or with risk 
factors for HIV exposure. For example, regular HIV testing is offered when 
veterans initiate substance abuse treatment or present with a sexually 
transmitted disease. In 1996, VA administered neatly 50,000 HIV tests and thus 
is the largest single source of HIV testing in the nation. It is important to 
emphasize that the VA conducts all HIV tests in the context of extensive patient 
education and counseling about confidentiality and risk reduction prior to and 
after the HIV test. HIV testing education and counseling are performed by 
professional staff specifically trained for this purpose. In 1996, VA employed 
approximately 1,100 trained HIV testing counselors. 

I have asked the Director of our HIV/AIDS Service to develop a clinical guideline 
on standards for risk assessment for HIV infection arxi will explore adding HIV 
screening and risk education to the Preventive Care Index. 

12. Dr. Kizer. I think you are aware that VA's model National Drug Formulary 
may be used as a prototype for other healthcare providers. The VSOs, certain 
VA and non-VA clinicians, and certainly pharmaceutical manufacturers have 
raised significant concerns about the Drug Formulary’s impact on patient care. 
First, can you briefly address their concerns about patient care? 

Response; Patient care concerns may be grouped into three categories: 1 ) 
access to pharmaceuticals, 2) the quality of the pharmaceuticals, and 3) 
utilization of the pharmaceuticals. 

1) One of the goals of the National Drug Fomiulary (NDF), which is reflected in 
VA policy, is to improve access to pharmaceuticals for all veterans. An additional 
aspect of this policy is the requirement that the pharmaceuticals listed in the NDF 
be available at all VA medical facilities. The first iteration (May 1997) of the NDF 
was based upon existing usage of pharmaceuticals within the VHA, and the 
consensus is that the NDF increased the number of pharmaceuticals available at 
many VA medical facilities. Only six therapeutic categories are "closed" by the 
NDF, the remaining other 270 classes are open and VISNs can add additional 
drugs as needed. In those cases where a physician determines that a non- 
formulary product best suits the needs of a patient, a non-formulary process, 
which is also defined in policy, can be utiliz^. Monitoring of the non-formulary 
usage in the six closed classes indicates considerable use of the non-formulary 
process. VHA's NDF policy requires all VISN directors to assure that a timely 
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and convenient non-formulary process exists at all VA medical facilities. 

Contrary to a^at some Individuals have said, VA’s NDF is not highly restrictive. 

2) The NOF only contains FDA-approved medications. The selection of 
products for formulary Usting involves a broad range of heath care providers. For 
example, Input from specialty areas, i.e., AIDS, mental health, SCI, neurology, 
was/is sought and obtained. Additionally, to make best-value formulary 
selections an objective, peer review process is in place: scientific, evidence- 
based literature Is the foundation for formulary selection. 

3) Formularies are not a new component of healthcare delivery systems in either 
the private or public sector. VHA has employed drug formularies for over 30 
years. What has changed is formulary management. In the past, the sole 
furtction was to detemnlne what drugs could and could not be prescribed. Today, 
formulary management includes dlnical protocols to assist clinicians In using 
drugs effectively and efficiently, and the means to measure and improve disease 
outcomes associated with pharmaceutical utilization. The coordinated approach 
of scientific, evidence-based selection of pharmaceulicats and scientific, 
evidence-based treatment protocols is being used to improve and measure the 
quality of care. Drug utilization review and drug use evaluation programs 
continue at VA medical centers. Their goal is to continually evaluate the 
effectiveness, safety, and appropriateness of drugs prescribed for patients. 

Formulary management today, more than ever, is Important for the patient and 
the VA healthcare system. In the lace of the escalating numbers and complexity 
of drug products, fast tract FDA approvals, rising drug prices, and direct-to- 
consumer advertising, the formulary management process provides the 
healthcare system with the ability to objectively discriminate between superior 
and marginal dnjgs. This relates to improved safety and effectiveness. An 
increasing number of FDA-approved d^gs are being removed from the market 
due to safety issues. During the past year alone, Posicor, Phen-Phen and 
Duracet have been removed. None of these had been placed on the VA's 
national Formulary. 

13. Second, has VA completed the physician survey it intended to use to assess 
clinicians' satisfaction with the new formulary? What were the results? 

Response: The following represents raw data from the survey: A more in-depth 
analysis of the survey data is underway. 

Total of 2,067 surveys returned out of 4,600 distributed. 

Respondents were 73 percent male, 27 percent female, representing 59 
percent internists, 5 percent neurologists, 5 percent surgeons (not 
urologists), 3 percent urologists and 22 percent psychiatrists. 

99 percent were VA attending physicians, 14 percent P 4 T Committee 
members and 20 percent practice in a place with a formulary (other than 
VA). 

RESULTS: 

1 . Eighty-two (82) percent know of VANF. 

2. Forty-one (41 ) percent have referred to VANF. 

3. Most (62 percent) feel that access to prescription drugs is either 
unchang^ (28 percent) or increased (33 percent): 32 percent 
disagree. 

4. Slightly more than 44 percent feel that access to over-the-counter 
drugs is either unchanged/increased; 40 percent disagree. 
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5. Most (74 percent) agree or are neutral that they can prescribe needed 
drugs to patients: 25 percent disagree. 

6. Most (79 percent) agree or are neutral that their patients can obtain 
rKxi-formuiary drugs; 19 percent disagree. 

7. There is a relative split as to whether VA has a more restrictive 
formulary; 38 percent agree. 35 percent disagree or are neutral, 27 
percent don't know. 

8. Most (56 percent) agree or are neutral that the VANF enhances the 
provision of quality care to their own patients: 29 percent disagree. 

9. Most (61 percent) agree or are neutral that the VANF enhances 
provision of quality care to other VA patients; 20 percent disagree. 

10. Few (19 percent) agree that the VANF diminishes the ability of VA 
trainees to work outside VA, 62 percent disagree or are neutral. 

1 1 . There Is a split In assessment of workload: 34 percent thought the 
VANF added to work, 33 percent neutral, 27 percent disagree. 

For drugs In selectsd therapeutic classes In srhlch national contracting 
occurred, the following positive, negative and don't know responses were 
given In response to the degree the choices affected the care provided to 
patients by the respondent 


Drua Class 


Neoatlva affect 

Don’t Know 

H2 Blocker 

71% 

17% 

12% 

HMGCoA 

76% 

7% 

17% 

Alpha Blocker 

73% 

8% 

18% 

PPI 

71% 

12% 

17% 

LHRH Agonist 

53% 

2% 

45% 

ACE Inhibitor 

76% 

7% 

17% 


Again, the data are still raw and statistical analysis has not been completed. We 
also plan to conduct similar surveys In the future to ensure that the formulary 
process remains contemporary and able to react to the dynamics of new 
therapies and changing treatment modalities. Please understand that I 
requested this survey be done so that we could Improve the NOF where it needs 
it or to Improve understanding of how to use the NOF if that is a problem. 

14. Explain the weights ascribed to various components of VHA's performance 
contract. Specifically, how is financial management (efficiency and productivity 
measures) weighted relative to the measures of quality? 

Response: There are lour parts to the Network Directors' performance 
agreements, one of which contains the performance measures. The other three 
Involve ‘core competencies' of executives, the 10 dimensions of VA's quality 
framework, and various areas of organizational emphasis such as fair workforce 
treatment, and occupational safety. The Performance Management Workgroup, 
an advisory group to the Under Secretary lor Health regarding perfomtance 
management issues. Is currently discussing a specific weighting method for the 
four parts of the 1998 agreements. In response to your specific question, 
although, there is no formal weighting system for the five domains of value into 
which the performance measures are divided, the domains of quality contain 
more than twice as many measures than the domain of cost (efficiency and 
productivity measures). This increased emphasis on quality measures, 
therefore, constitutes a de facto weighting system substantially favoring quality 
over cost. 

15. Would you like to comment on either the role for VA described by Ms. 
Quandt or Mr. Backhus? 
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Response: I believe, Ms. Quandt, in her testimony emphasizes ‘thinning out VA 
assets' and limiting the pool of veterans who would have access to care. During 
my tenure as Under Secretary for Health, I have tried to improve access to VA 
care for all veterans. I think the record wilt show that through restructuring the 
old VA medical system, it has become possible to serve more veterans and 
reduce cost of care at the same time. Mr. Backhus accurately described many of 
our past restructuring activities and I would agree with his assessment that VA 
must build upon both its own and on community resources to meet the 
challenges to the system in the coming years. 

In recent years, HMOs have become the dominant players in the healthcare 
industry and the sharpest competitors for veteran patients. However, 
accumulating evidence of certain unacceptable practices engaged in by some 
managed care organizations is about to alter the ground rules of the present 
competitive environment. The competitive economic edge enjoyed by these 
HMOs could evaporate under rule changes. In the changed environment, VA 
healthcare may become the best medical care value especially since it is already 
a good deal now. Even independent of market trends that are favorable to VA, 
the challenges discussed by Ms. Quandt and Mr. Backhus can be met if VA 
continues to make progress at the same or similar rate in the future as it has 
done during the past 2-3 years. I am optimistic because I see that more and 
more VA employees have come to the realization that the key to VA's becoming 
a preferred healthcare provider, depends on life-long learning and being 
responsive to changes occurring in the larger healthcare environment. 
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* WASHINGTON OFFICE * 1606 "K" STREET, N.W. * WASHINGTON. D C. 20006 2647 « 

(202)6612700 * 


fee Gee »f>if CotMiry 


July 22. 1998 


S«ndra McClellan 

Room 333 Cannon House Office Building 
Washington. DC 20515 

Dear Ms. McClellan: 

I am submitting my response to questions raised by Representative Evans from the 
Juite 17, 1998 House Veterans' Affairs Subcommittee on Heaith's hearing. 

1. I am aware that you have discussed slemonts of your Gl Bill for health with 
other VSOs. Your testimony Indicates that other members of the veterans’ 
community support your recommendations. Specifically, what elements do you 
believe are supported by others; where do you believe there is disagreement? 

/ beiisve the other veterans service organizations support the fOUowing elements of the 
Gl Bill of Health: 

• cere and treatment to service-connected disabled veterans remains a top priority 
and at no cost to the veteran. 

• access to VA health care by all veterans. 

• recovery of tlurd-party reimbursement from health care insurers, both public and 
private. 

• expanded access points for health care, through both contracting for services 
and construction of VA faculties. 

• improve, strengthen and preserve specialized services. 

• using third-party reimbursement to supplement rather than offset federal 
approprietiona. 

• defined health benefit packages. 

I believe the other veterans service organizations do not yet agree on the following 
elements of the Gl Bin of Health: 

• opening access to VA health care to all dependents of veterans. (However, 
dependents of retired military personnel are currently using the system in some 
VISNs. It is also an acceptable means to resolve underutilization concerns.) 

• allowing veterans and their dependents to purchase, on a premium basis, 
defined health benefit packages. 


2. Mr. Robertson, your testimony states that all veterans identified under Title 38, 
U.S.C. should receive care at no cost The law allows all iKmorably discharged 
veterans to use VA health care. If space stkI resources are available. Where 
would the third party funding conte from? 

Under the new enrollment system, veterans are placed into seven priorities. Veterans 
in priorities 1-6 would be paid for from annual discretionary appropriations. All priority 7 
veterans and all dependents would pay VA for health care services and treatments 
received. Third-party reimbursements would come primarily from premiums, co- 
payments and deductibles paid by veterans and their dependent, as well as third-party 
insurers, both public and private. 
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The Gl Bill of Health would provide two defined health benefit packages (basic and 
comprehensive) and supplementals for specialized services. The intent is to provide all 
service-conneded veterans rated 50 percent or higher the comprehensive health 
benefit package and any appropriate supplemental package needed at no cost to the 
veteran. VA would provide funding based on a capitated formula through annual 
discretionary appropriations. 

All service-connected veterans rated 40 percent or less would be provided the basic 
health benefit package and any appropriate supplemental package needed at no cost 
to the veteran. VA would provide funding based on a capitated formula through annual 
discretionary appropriations. Should a veteran want to purchase the comprehensive 
health benefit package or additional supplemental packages, the veteran would be 
offered discounted premium rates bas^ on the veterans' eligibility and degree 
disability. 

AH other priority veterans would be provided the basic health benefit package and any 
appropriate supplemental package needed at no cost to the veteran. VA would provide 
funding based on a capitated formula through annual discretionary appropriations. 
Should a veteran want to purchase the comprehensive health benefit package or 
adcHtional supplemental packages, the veteran would be offered discounted premium 
rates based on eHgibiTrty. 

Alt other nonpriority veterans and dependents could purchase defined health benefit 
packages, as desired, on a premium basis. Access to supplemental packages would 
be HmHed and on a premium basis. Those having private health care coverage could 
pay deductibles or oopayntents as agreed to by VA and the private health care insurer. 

3. Und«r your proposal, would ths govsnunsnt bo responsible for funding health 
care to meet the health care needs of veterans’ family members? 

As stated in my testimony, the government would pay for those veterans and 
dependents they are required by law to pay for, everyone else is responsible for their 
own health care coverage. 

For an example, dependents eHgibHe for MerHcare, TriCare, Medicaid, or CHAMPVA 
would be covered by the federal govemmertt under the sarrte capitated formula used to 
covered veterans and the defined health benefit package to which they would be 
entHfed, as determined by that federal program. 

This would comply with PresidenI Lincoln's pledge to care fOr the orphan and widow. 


I am prepared to artswer any additional questions. 


Sincerely, 



Steve Robertson, Director 
National Legislative Commission 
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THE INDEPENDENT BUDGET 

A Budget for Veterans by Veterans 


July 20. 1998 


The Honorable Lane Evans 
Ranking Democratic Member 
House Committee on Veterans’ Affairs 
333 Cannon House Office Building 
Washington, DC 20515-6335 

Dear Representative Evans. 

In reference to your letter of June 22, 1 998, attached is PVA’s response to your post- 
hearing questitms concerning the hearing of the Subcommittee on Health on June 17, 
1998. 

Sincerely. 


AMVETS 

Disabled American Veterans 

Paralyzed Veterans of America 

Veterans of Foreign Wars of the United States 


Attachmem 


A Joint Preiect of: 


AMVETS 
4M7 Fortvs 

Untam. MvyUiH) 20706 


OtSABLCOAMEaiCAN VETESANS 
•07 him Avtaae, S.W. 
WMtmvtai. D.C 20024 


WI/4$9-9600 


202/7S4.7S06 


PARALYZED VETERANS OP AMCRtCA 
•01 Ei(hMdl SWM. N.W. 
WiUMgim. D.C. 30006 
2021^73-1300 


VETERANS OF FOREIGN WARS 
OF TT« UNTTEO STATES 
200 Mtrylwd AvcMC. N.E. 
Wnhmiien. D.C. 20002 
202/S43-21T6 
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House Committee on Veterans’ Affairs 

Subcommitteo on Health Hearing 
June 17, 1998 

Follow-Up Questions for IBVSOs 


Question 

1) I know there is a great deal of confusion about enrollment and your testimony states 
that the VSOs feel the enrollment process could have a major impact on veterans’ 
current access to VA health care. Have you and the other IBVSOs communicated to 
your members about enrollment? What are your members’ specific concerns? 

Answer 

1 ) The Independent Budget Veterans Service Organizations (IBVSOs) have 
communicated with our members regarding the implications and potential problems 
associated with the enrollment system mandated by the “Veterans’ Health Care 
Eligibility Reform Act of 1996,” P.L. 104-262, 1 10 Stat. 3177. As the 
implementation date of October 1 , 1998 nears, we are even more concerned about the 
full ramifications and implications to our members and other veterans relying on the 
Department of Veterans Affairs (V A) health care system. As stated in our testimony, 
with the VA facing a budget crunch, no one is really quite certain how many veterans 
will be enrolled, and how far down the enrollment hierarchy ladder individual 
medical facilities will be able to go before veterans are literally turned away h-om the 
system. 

Question 

2) Your testimony raises concerns about the new revenue streams VA is bringing into 
the system and the potential for VA to have perverse incentives to treat higher income 
veterans at the expense of treating veterans with higher priorities to care. Do the 
IBVSOs support VA’s 30-20-10 plan? If not, how would you prefer to see VA 
funded? 

Answer 

2) At this point the VA’s “30-20-10 plan” is more a catch phrase than a realistic 
approach to ensuring that VA meets its commitment to veterans. With the VA facing 
flat-lined budgets it is easier to come up with a slogan that attempts to put a good face 
on a bad situation. There are real questions, and real concerns, over the VA’s ability 
to accomplish its mission to provide adequate, quality health care in this budget 
environment. This, coupled with ongoing VA decentralization could very well lead 
to a climate where veterans with a checkbook receive care and service-connected or 
low-income veterans must sit and wait upon the President and Congress to provide 
sufficient appropriated dollars. The IBVSOs have supported alternative ftmding 
streams, but only as a supplement to, not a substitute for, full and adequate 
appropriations. Veterans, and the Cabinet-level Department that is charged with 
seeing to their needs, are a national conunitment - they should not be haphazardly 
funded by user fees and co-payments and insurance reimbursements. 

Question 

3) As some of VHA’s chief stakeholders, I think it is important to have a vision for 
VHA’s future. What do you believe is the “best-case” scenario for VA? How can 
Congress help VA achieve it? 

Answer 

3) Congress can make certain that the promises made to veterans are kept, that they 
receive the benefits owed to them and the health care they deserve. If the federal 
government lives up to its commitments then the future of the VA will be bright. 
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July 7, 1908 

The Honorable Lane Evans 
Ranking Democratic Member 
Committee on Veterans' Allairs 
House of Representatives 

Dear Mr. Evans: 

Enclosed is our response to your questions pertaining to my June 17, 1898, 
testimony before the House Subcommittee on Health on the challenges facing 
VA's ftituie role in serving veterans. If you have any additional questiona, please 
contact me at (202) 612-7101. 


Sincerely yours, 

Stephen P. Backhus 
Director, Veterans’ Affairs and 
Military Health Care Issues 


Enclosure 
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ENCLOSURE ENCLOSURE 

1. Do TOO believe VA'e loee of woikloed la nuniiic boaes end percUatxlc cue 
■ettiiise la attrtbntable to VA fladiag aore appropriate treatmeat opUoiu for 
thea or are redactlona priauril; bndget-driveaT 

We believe that VA'e changing woridoad in nursing home and paycidatric care settings Is 
primarily attributable to VA's desire to Ond more approi»late treatment t^itlona Years 
ago, private and state-operated entitles began placing patients in alternative settings when 
it aras determined that outcomes achieved in non-lnatltutlonal settings were equlvslent to 
those achieved on an inpatient basis. VA appears to be Implonenting treatment practices 
that are more comparable to those used in the private sector, although we have not 
evaluated VA's practices to determine the extent to which this is the case. We recognize, 
however, that VA may be more aggressive in seeking to serve veterans in aiteriudtve 
setUngs because of budget driven considerations, such as VA's tKw resource allocation 
methodology. 

g. Do yon beUeve VA's fBtore lies In how weU It competes for new veteraiu and 
their depeadentaT What potential trade-oBh aright this entail for those veterans 
eacrentty aalng the aystem? 

We do not believe that VA's future necessarily depends on how well VA cmnpetes for ttew 
veterans and their dependents. For example, VA could successfully meet current users' 
needs by operating an integrated system of VA and non-VA providers In recent years, VA 
has made progress in its transition from a predominantly direct deliverer of care to an 
Inte^ated system of VAoperated and privatelyKiperated providers We recognize, 
however, that VA could hm to compete for an Increased patient workload and enhanced 
revemies if it continues to predominantly deliver care in its existing structures, in the 
future. 

In this regard, VA's efforts to compete with other providers for new veterans and 
dependents could result in delays, denials, or reduction in the quality of care for currertt 
veteran users in some drcumstances For example, current users could be exposed to 
rishs if VA srere to flnd U necessary to adjust its services because of shortfalls In 
revenues anticipated from serving new patient populadofa. In addition, negative 
outcomes for current users could also develqp if VA found It necessary to give a higher 
priortty to new patients In order to attract or retain them. 

S. If VA's futnre lies in recruiting new veteraru and their dependents, how does 
GAO envlalon the health care ayatem differing from any other nationwide non- 
profit health maintenance organliatlonT Would the VA health care system serve 
any unlqne purpose? 

VA's health care vatem would have to be rimllar to other non-pcoSt health maintenance 
organizatioos in order to successfully compete for patients. In so doing, of the medical 
services that VA provides would dupUcate services available through private sector 
providers. 

VA's health care system, however, would dilfer from such organizations in two ways. 
First, VA's system could continue to offer unique ways to provide such specialized health 
care as rehabilitative or psychiatric services. Second, the system includes medical 
research, health care education, and backup medical care in time of national emergency. 

4. How do VA's special emphasis programs fit Into the future GAO envisions for 
VA? Are there still types of care VA has unique expertise la deUverlng that VA 
could not contract for In the private sector? 

We beUeve that VA's special emphasis programs should (day a critical role in VA's future. 
This is because VA has develop^ considerable expotise in the treatment of such 
conditions as ^dnal cord it\|uty, (diyslcal and blind rehabilitation, prosthetic devices, and 
psychiatric and neuroi>sychlattic illnesses. These tppear to be the types of cases which 
VA may have dilDculty contracting for in the (xivate sector. 
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HONORABLE LANE EVANS 
QUESTIONS SUBMITTED FOR THE RECORD TO 
MS. MARJORIE QUANDT 
FOR THE HEARING OF JUNE 17. 1998 


I. Ms. Qauidt. horn would jou envisicM VA allocatiag tke fuadt anocUtod with diaposaJ 
of VA property aod aaseta? Would it etay with Uie facility or be put ia a oeotraliud 
fuad? What do you aee aa the higheat prioritiua for reiaveatiag theae fundi? 


My inclination would be to place funds in headquarters accounts. While 
devolution ia paramount today. VHA is Grst and foremost meant to be a national system 
of care**not independent, competing islets of veteran health care. 

Let us assume Congress recognizes the merits of divesting VHA of under used 
facilities. Let us further assume that the total value of land and under used physical 
plants is worth $7 billion on the open market. (This is about half the value of VHA 
physical assets.) VlSNs do not have qualified manpower to find the buyer at the best 
price. More importantly, the assumption is that receipts will be invested in the market for 
the highest rate of return, and VlSNs have no one with such "Wail Street broker" skills. 
The highest priority for reinvesting these funds is to make money. Thus. VA wants to 
receive the best price on sale and the highest return on re-invesiment. An activity of this 
type is best handled at headquarters where highly qualified professionals can be obtained 
through direct employment or contract. 

Interest or dividends earned on invested funds should go into the medical care or 
construction accounts, perhaps on an 80-20 split. These funds should not go to the 
Treasury unless VHA is completely abolished. 

VlSNs will obtain their fair share of these new funds based on VERA, its eventual 
successor, and veteran population. Direct patient care should receive the bulk of funds 
followed by leasing efficient, modern space or contracting for whatever bed care is 
needed. Major construction should be the lowest priority. 


II. So p poe c u obaolete or unsafe veterans' hospital exists ia a place where there is still 
relatively high demaad for it— would you still advocate that VA let it deteriorate and nend 
the patients it serves to other care providers? 


VHA has already proven how it handles unsafe facilitieS'-Sepulveda and Martinez 
are the lone examples. These facilities were abandoned, further demolished and care 
moved to ambulatory clinics and adjacent VHA hospitals or DoD facilities. VA cannot 
afford to be culpable by retaining what it knows to be an unsafe facility, whether it is 
unsafe due to earthquakes or other major causes. Therefore, unsafe is not even part of 
the discussion. 

Obsolete is another matter. Why is a facility obsolete? Did the eligible 
populstion move sway or die off: has there been a failure to maintain modern, quality 
equipment and systems, or did the practice of medicine and health care change so 
radically beds are not needed? It is foolish to maintain a facility which has become 
obsolete because of lack of eligible population. The cost per case becomes a waste of 
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taxpayer money. Failure to maintain modern, quality systems represents poor quality 
medicine. Congress could rectify the latter situation with better budgets. The issue of 
medicine changing so radically that care moves from bed to non-bed and other levels such 
as residential care results in a situation again in which the cost per case is too high to be 
competitive or cost effective. The General Accounting Office very ably pointed this out 
in its April 1998 study of VA Hospitals. 

The heart of veterans' health care is not bricks, mortar and acreage. The time 
has come when VA must abandon its 100 plus year life cycle for facilities. Let us assume 
a facility is obsolete. VHA should require a cost comparison on the specific hospital to 
determine current veteran population and projected population for the next 10 years 
particularly with respect to age changes and moat common conditions treated. Next the 
delivery of care now and how it will be performed in the next five years should be 
compared. The cost to bring the facility up to standard as far as fire/safety and modern 
equipmenl/systems is the third step. Lastly, the capital cost per case as well as direct 
patient care cost should be compared against providing care in leased space or contract 
care with VHA physicians/clinicians as direct providers. When cost of improving the 
obsolete facility is greater than alternatives, the facility should be sold. 


111. Yoo eoviaioe a VA-DOD eystem where VA has a linited aumber of general medical- 
sergieal boepitala. VA users would moetly rely upon acute care aerTtoes operated by DOD. 
and VA would offer primary care, but moetly aerve to meet veteraaa* loager-ierm aad 
rebabilitative care nee^. Other tbaa a aenae of iadebtedaesa. what would lead you to 
believe DOD would be interested ie entering such a relalioesbip with VA when ita moetly 
younger and healthier beaeficiariea would ataed little to gaia from VA'a loeger term care 
aervioea? 


This question takes s very short-range view of health care. One might say a view 
of only a moment. The popular press, one Congressional commission snd the FY '99 
budget all carry indications that DOD is having trouble recruiting snd retaining qualified 
troop strength. The Washington Times reports there is a rising number of recruits who 
score in the lowest mental category-known as "cat fours." Ninety percent of recruits have 
not finished high school, and the Air Force has a shortage of pilots. Conclusions reached 
from these facts are that the military's lesser retirement package is a continuing 
disincentive to make the military a career. Pay, housing, loans, education benefits and 
health care are all a part of such a benefit package. It it known in some communities that 
retired military placed in TRICARE feel abandoned by DOD. Some S8 billion has been 
put in the FY 99 DOD budget for improved housing snd hospital construction among other 
perquisites. Younger, healthier members would see that one of their perquisites on 
retirement would be continuation of a coordinated service for them and their dependents 
whether the condition was acute or chronic. They would be living with a fully 
coordinated, integrated health care system committed to them and to their dependents. In 
other words, a promise made on recruitment becomes a promise kept on retirement snd 
after armed conflict. 

Had Congress and the various administrations required VHA and DOD to plan 
more carefully, the move to TRICARE might have been delayed if not altogether avoided. 
There is still an opportunity with some 331.000 FTEE to design a coordinated, managed 
health care system which can provide quality care under the direction and control of 
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DOD'VA. One could assume with 331.000 FTEE. not all of whom will be in a 
redesigned system, sufficient quality professional staff are present or included in the 
person-power strength. 

Your question leads me to believe you consider my proposal will only provide 
very limited VA beds. VA would continue to provide whatever hospital support is 
required wherever the veteran population is sufficiently large to support a free standing 
VA hospital, such as in Illinois. Pennsylvania. Oregon and so forth. VA would also 
provide care in DOD facilities in these states to cover CHAMPUS, CHAMPVA and 
retirees. In the 19 stales identified on the map in my testimony, VA would provide care 
in community clinics operated by VHA. in DOD facilities, and in-patient care elsewhere 
in the private sector under the direction of VA staff, or VA-OOD staff. The requirement 
that VA physicians and other clinicians apply for staff privileges in these latter 
communities retains VA control of patient care and continuity of care. VA presence 
would be expanded in these 19 states bringing care closer to the veteran or retiree and 
his/her dependents. This should be especially true in North and South Dakota. Wyoming 
and Montana. 

Last of all remember it is expected in the future that only the most serious cases 
such as organ transplants, 3-D heart or brain surgery, burn cases and major trauma cases 
will be hospitalized. The remainder wilt be outpatients or cared for in special 
convalescent units if not at home. Nor should one forget the impact of biopharmacology 
on the delivery of health care. 


IV. Do you believe that the private eeclor can adquasely areet veterans* special and 
longer-term ne ed s in areas where neilber VA nor DOD will have facilities? 


This is a difficult question to answer. 1 do not believe the general private sector 
presently can adequately meet veterans' special and long-term needs when we consider 
spinal cord injured, blind rehabilitation, psychiatry. PTSD or the sequela of short-term 
military skirmishes such as Oulf War Syndrome. If one looks at the private sector the 
general population has had fewer resources, except for such nationally known centers as 
The City of Hope, The Chicago Rehabilitation Institute, The Rusk Institute, some 
prominent alcohol and drug rehabilitation centers and the Shriners' Children's Hospitals. 
Other than those choices, the genera! population might hope to find such care at the state 
University Hospital, or in large tertiary care facilities in major metropolitan areas. The 
care given would not be sustained as it has been in VA. and for many financial coverage 
would be a challenge. 


V. DOD is placing a growing portion of its can in the private-sector through its 
TRICARE program, ll is dosing more and more of its hospitals and nplacing hospital 
beds at many naaiaing facilities with basic primary can otosUy delivered on as 
outpatient baais. Only a handful of boapitala left in the DOD sjrstem have mon than a 
general medical -surgical capability. An you ultimately advocating ‘mainatnaming* for 
DOD and VA federal health can ayatemas? 


In the rush to balance the budget Congress and administrations ignored the 
requirement to fund adequately the country's defense system, including the incentive 
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elements of housing, schools and health care. DOD has been forced to move to 
TRICARE because the demise of the Cold War lulled policy makers into a sense of 
security and willingness to spend DOD moneys on other discretionary programs. Pork 
barrel projects of unnecessary planes and equipment not requested by DOD have also 
diverted moneys from the basic components of a sound defense system and manpower 
policy. The move to primary care is brought about by advances in medicine and changes 
in delivery practices. 

It is a matter of time before another BRAC Commission is requested for DOD. It 
would be well if the ground rules in the future recognized health care as pan of the 
commitment made on recruitment. Existing hospitals in any such bases could be 
transferred to the VA if the retiree and veteran populations were large enough. Such a 
case might have been made for the hospitals at Victorville (CA) AFB or at K. 1. Sawyer 
(MO AFB. 

Mainstreaming, which has gained a pejorative connotation in veteran politics, may 
someday be necessary for VA's health care system. This would be true if the quality of 
care deteriorated below that of the general population, or if VA could not attract quality 
professional staff. It is extremely difficult to envision DOD care being totally 
mainstreamed. Even our allies who have adopted national health systems have maintained 
a health care system for active military. 

My proposal of merging the best of DOD and VHA is to stave off mainstreaming 
movements. Between the two systems there are funds for patient care, medical research, 
education and better coordination of contingency requirements. Furthermore some of the 
R&D and management engineering activities of DOD can be used to assist in developing a 
medical care system which stresses management of care by professional care givers rather 
than budget examiners. 

In my opinion the current direction of both systems will lead to mainstreaming in 
the not too distant future if administrations and Congress persist in their failure to 
recognize that prepaeation for readiness requires a fully staffed medical service and 
medical service corps, and that the sequela of war is sustained, coordinated health care. 


O 



